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I.—CANADA: THE DOMINION 
CANADA, THE EMPIRE AND THE WORLD 


CanaDA is keenly conscious of her nationhood. As yet, 
this is perhaps a largely negative sentiment, born of re- 
action against earlier rule from Whitehall and against the 
inevitable magnetism of the larger country to the South. 
Long before ‘‘ Dominion status ’’ was a current term, 
before the Union of South Africa and the Irish Free State 
were formed to take the lead in imperial devolution, 
Canada was in the vanguard of the movement towards 
greater Colonial autonomy. Her problems were the sub- 
ject of the greatest State Paper of all in the history of that 
movement, the Durham Report. Before the war Sir 
Wilfrid Laurier, Prime Minister of Canada, was famous 
for his championship of Canadian national rights against 
a more conservative view of imperial relations. At the 
same time, the intense desire of the majority of Canadian 
people not to be drawn into the political orbit of the United 
States evoked from Canada stern efforts to form and 
strengthen a separate British nation. Of such efforts the 
— of a trans-continental railway was the most 
ing. 

Those two influences, Canada’s relations with the United 
gdom and with the United States, have contributed 
also to the positive side of her nationhood. Canada, in 
brief, is a North American member of the British Common- 
Wealth of Nations. Her geographical conditions, and many 
of her economic and educational ties, are North American. 
Her institutions, her political system and the dominant 
Strain in her blood are British. The French-Canadian 
element, it is true, is a thing apart. Conservative, clerical, 
fecund, it has little in common—save language—with 
France of the Republic. Its strength lies in its homo- 
geneity and its fertility; its loyalty rests on the liberties of 
language, education and religion which it has enjoyed as 
part of a British nation, and on the protection that member- 
ship of the British Commonwealth gives to its constitu- 
Honal rights. No estimate of Canadian sentiment or policy 


is sound or complete which does not take into account the 
peculiarities of this nation within a nation. No estimate 
of the value of the British Gommonwealth in the world is 
complete which does not take into account its success in 
solving on Canadian soil the dangerous problem of a 
national, linguistic, religious and racial minority. 


CANADA’S FOREIGN POLICY 


Apart from French Canada, the racial ancestry of the 
rest of the population is an important element in deter- 
mining the outlook of the Dominion upon imperial and 
international affairs. At the 1931 census 2,927,990 persons 
out of a total apne rer of 10,376,786 were recorded as 
of French stock, and 1,825,252 as of other non-British, 
European racial origin. There were, among the 5,381,071 
people of British origin, 1,230,808 Irish men and women, 
many of whom inherited no great love of England or of 
the Empire. Asiatics, American Indians and other races 
accounted for the remaining 242,473 persons. Even among 
those recorded as of English, Scottish or Welsh origin 
there are many who have lived, or whose ancestors lived, 
for many years in the United States, and who look to 
Great Britain as a mother country with little more emotion 
than do American citizens of similar stock. Hence it is 
far from surprising to find Canada emphasising her inde- 
pendence and tending towards that “‘ isolationist '’ outlook 
which characterises public opinion in the United States. 
There is the same intense desire to keep out of the quarrels 
of the Old World. This was forcibly exemplified by 
Canada’s insistence on an amendment to Article ro of the 
Covenant of the League of Nations, so as to limit to their 
own geographical areas the responsibility of League 
members for applying sanctions. 

A corollary of this partial isolationism is a deep distrust 
of anything approaching a commitment to British policy, 
and of its possible consequences. Naturally this raises a 

B 


; ‘a 
a 
: ne 
4 “ss 
4 > 
a * 
; Be 
5 ' 
r 4 st" 
| q 
! ; 
‘2 & 
Bea 
4 
4-4 
4 4 
> ’ 
, Be: 
j 
he 
i.e 
; ae 
; , 
ia . 
; 
é 
" .~ 
i e# 
“ te 
Ly 
ee 
‘ i = 
‘. By 
¥ 
Sie | 
i # 
4 a 
: ee 
i : 


. > 1 gy PN - : 
BC EEL IO Ls PPL EE ALORA TT: “ 
~ P- £ *, 
. : J . fry ot = 

























4 Dominion of ame 
Special Review 


THE ECONOMIST 





vital issue in the constitutional relations of the British 
Commonwealth. Sir Wilfrid Laurier consistently pressed 
for recognition of the Dominion’s right to be neutral in 
wars involving the United Kingdom or other countries of 
the Commonwealth. This problem has never been solved; 
indeed there is no solution in cold legal terms, for strict 
neutrality obviously involves conditions incompatible with 
constitutional loyalty under one Crown. The mass of 
Canadian opinion, nationalistic as it may be, flinches from 
the issue of secession from the Commonwealth. In 
Canada, as in the Union of South Africa, leaders of politi- 
cal thought have recognised that the problem has been 
radically altered by the creation of the League of Nations, 
to which every one of the self-governing Dominions 
separately subscribes. Whatever interpretation may be 
put upon the terms of the Covenant, in the event of its 
violation by an aggressor every member-State is under 
obligations that are irreconcilable with strict neutrality. 
Their choice lies in the degree in which they would co- 
operate in collective measures, especially in military 
action. Canada would do her best, it seems, to avoid 
participation even in a League war, unless her direct 
interests were threatened. How far her public opinion 
would feel, when the time came, that her direct interests 
were identified with those of Great Britain—how far the 
sentiment that sent thousands of Canadian troops to the 
support of the Mother Country in the Great War would be 
reawakened is a question that cannot be answered save by 
practical experience, which Heaven forfend! 


CANADA AND THE LEAGUE 

Meanwhile, however, the trend of Canadian opinion is 
pacifist and isolationist, and her preparations against 
the contingency of armed enforcement of the Covenant 
are disproportionate to her size and wealth. The presence 
of her gigantic neighbour helps to determine her defence 
policy. Her frontier with the United States is not merely 
undefended; in these days of air power, when every main 
city of Canada is within easy bombing reach of the border, 
it is incapable of defence. Thus Canada, unable and 
unwilling to attempt to secure herself against armed 
attack from the United States, has pondered what other 
Great Power she need fear. She is rightly confident that 
if any Power were to attempt an assault on her territory, 
she would be instantly supported by the United States, 
and her answer to that question is vividly reflected in the 
extent of her defence forces. The vessels of the Royal 
Canadian Navy are four destroyers and one minesweeper 
in commission, and two minesweepers in reserve. The 
permanent militia is at a strength of less than 4,000, and 
the permanent active air force personnel at a strength 
of less than 800. The non-permanent active militia and 
air force comprise a further 136,000 men. 

To the Canadian’s question: Against what menace must 
we dissipate our resources by arming ourselves? a critic 
might suggest three answers. First, what of the possibility 
that, in a conflict between the two Great Powers that face 
each other across the Northern Pacific, the Aleutian Islands 
and British Columbia might be used as a corridor for air 
operations? This contingency is present to the minds of 
some Canadians, and has been partly responsible for the 
increasing attention paid to the Dominion’s air defences, 
especially to the facilities for rapidly concentrating the 
air forces at any threatened point. Others among the few 
who think about such matters at all suggest that Canada 
would prefer the réle of Luxembourg to that of Belgium. 
The critic might next argue that Canada should contribute 
a fair share to the defence of the territories and trade of 
the British Commonwealth of Nations, since she enjoys 
the protection of the British fleet and the benefits of the 
Pax Britannica. The typical Canadian retort is that the 
Royal Navy protects Canada’s trade because it is British 
trade, not because it is Canada’s; and that if it could be 
shown that the Navy was larger by one ship on account of 
the membership of Canada in the Commonwealth, then 
the Dominion would gladly shoulder her due burden. Of 
course, this would not satisfy Canadians like Sir Robert 
Borden and many others; but their school of thought is 
definitely in a minority. 

The third shot in the locker of the critic of Canadian 
defence policy scores a more damaging hit. The other two 
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may be regarded as only “ sighters.’’ As a Canadian 
writer put it in a recent article in the Round Table, there 
is in Canada ‘‘ a strong body of opinion which regards as 
unthinkable any kind of Commonwealth co-operation that 
carries with it, implicitly or explicitly, the obligation to 
take common action in case of war or threat of war. The 
same people would fully acknowledge Canadian obligations 
to the League of Nations for similar common action.” 
Well, then, is Canada ready to play her part in upholding 
the Covenant against an aggressor? We must assume (as 
current events seem to have brought home to us) that an 
coercive action in defence of the Covenant may lead to 
war, unless it is backed by sufficient armed force to deter 
a powerful aggressor from calling the bluff by threatening 
war in retaliation. What does Canada say to this? 
There is no evidence that Canadian opinion has fully 
faced the question. But it is fair to recall that since the 
constitution of the League of Nations, Canada has ranged 
herself with those who would regard it as an instrument of 
conference and conciliation rather than as a league of 
force. She upholds the view expressed by General Smuts 
in his memorable speech to the Royal Institute of Inter- 
national Affairs in November, 1934, when he declared: 


I cannot visualise the League as a military machine. It 
was not conceived or built for that purpose. And if the 
attempt were now made to transform it into a system to 
carry on war for the purpose of preventing or ending war, 
I think its fate is sealed. I cannot conceive the Dominions 
remaining in such a League and pledging themselves to 
fight the wars of the Old World. 


That finds many an echo in the minds of Canadians. As 
for non-military sanctions, Canadian opinion, not having 
hitherto faced realistically the possibility that war might 
be the outcome, has found itself in the present crisis drawn 
along rather uncomfortably by events. This goes to 
explain the remarkable incident of the ‘‘ repudiation ’’ of 
the Canadian delegate who had mooted the oil and raw 
materials embargo at Geneva. An official statement from 
Ottawa explained that he had made this proposal in his 
personal capacity only and that Canada was not committed 
—clearly a sop to isolationist and pacifist sentiment. In 
the course of the general election campaign Mr Bennett, 
then Prime Minister of Canada, said: 


I conceive it to be the solemn duty of the Government, 
by all just and honourable means, to see that Canada is 
kept out of trouble. We will not be embroiled in any 
foreign quarrel where the rights of Canadians are not 
involved. 


Mr Mackenzie King retorted that this was not enough, 
and insisted that a national plebiscite should be held 
before any action was taken which was likely to lead to 
war. These utterances must be related to their immediate 
political background. Mr Mackenzie King particularly 
is an adept at political manceuvre, and at striking a popular 
note in escaping from a plain issue. In the Chanak crisis 
he told Mr Lloyd George that under her constitution 
Canada could not participate in war without a vote of the 
Dominion Parliament, and that there was no time to call 
a special session. On both these occasions political astute- 
ness was mingled with genuine conviction. Mr Mackenzie 
King, however, certainly speaks with the voice of Canada 
when he says, in effect, that she will be drawn into no wars 
save by her own express volition—given in each case when 
the final facts are before her and with a strong bias in 
favour of ‘‘ no more war.”’ : 
Canadian opinion has realised from the start that Articles 
10 and 16 of the Covenant, strictly interpreted, impose 
on members of the League obligations inconsistent with 
Canadian views. Mention has already been made of 
Canada’s agitation at Geneva for the limitation of the 
sanctions duty to a regional basis. This is a consistent 
attitude with which most members of the League would, if 
they were honest with themselves, cordially agree—re- 
membering, however, that economic sanctions, in order to 
be effective, must be virtually world-wide. What has 
never been made clear is the region in which Canada 
regards herself as specially interested, and in which, there- 
fore, she would be willing to share in collective sanctions 
to the limit, in order to prevent or arrest a breach of the 
Covenant. Is it merely North America, or the whole of 
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the American continent? If, with the support of Canadian 
influence, the negative Monroe doctrine were transformed 
into a positive instrument for the maintenance of peace in 
the Americas, it would be a development of great 
importance for the world. 


CANADA, THE FAR EAST AND NAVAL LIMITATION 


But there is another and still more turbulent region in 
which Canada may be regarded as specially interested—the 
Far East. Before the war the outcry in British Columbia 
against the menace of Asiatic immigration involved Canada 
in difficult diplomatic encounters with Japan which re- 
acted upon her relations with the Commonwealth. At the 
Washington Conference of 1921 it was the influence of 
Mr Arthur Meighen, then Prime Minister of Canada, 
which, more than anything else, turned the scale in favour 
of the Five-Power and Nine-Power system in place of the 
Anglo-Japanese alliance. Tokyo is one of the three foreign 
capitals in which Canada is represented by a Minister, the 
others being Washington and Paris. At the time of the 
Manchurian campaign, Canadian public opinion, especially 
in the West, was deeply exercised about the course of 
events, and inclined strongly to criticise what was con- 
sidered the pusillanimity of British policy. The importance 
of Canada’s trade relations with Japan was brought home 
by the tariff war between the two countries which has 
only just been concluded. These examples are bright 
glints from the many facets of Canada’s concern with the 
Far East. Is the Far East and the Pacific, then, to be 
reckoned her major sphere of international interest, after 
North America itself? 

Canada is now (January, 1936) represented separately 
and directly at the London Naval Conference, whose first 
and critical problem is the Pacific balance of power. She 
sits there, not on account of the size of her fleet, which is 
easily exceeded by the fleets of such countries as Greece 
or the Netherlands, but because she is vitally interested in 
the political basis on which a scheme of armament limita- 
tion must be based. She was one of the constructors of 
the Washington system in the Pacific and the Far East. 
That system lasted for ten years, and was smashed by 
Japan’s continental policy and her determination to obtain 
naval parity with Great Britain and the United States. 
To-day, Canada is urgently faced with the duty of deciding 
what part she will play in the construction and mainten- 
ance of a system to replace the principles of the Washington 
settlement. 

Canada is represented at the Naval Conference for 
another reason also. The Washington naval treaty 
applied its restrictions to the naval forces of the British 
Empire as a whole, but it was signed by Dominion pleni- 
potentiaries separately on behalf of their own countries. 
No member of the British Commonwealth of Nations is 
able to pledge any of the others on matters of foreign 
policy; and here is at stake one of the issues of foreign 
policy that most concern those countries as a group. Thus 
arises in practical form the ever-present problem of dualism 
in the British Commonwealth—the conflict between unity 
and separateness, between joint and several responsibilities 
in the fields of foreign policy and defence. It is a problem 
that cannot be solved by logic, nor even by the meta- 
physical subtleties of a Balfour formula. It is being solved 
in the typical British way by awaiting the event and seeing 
what happens. 


CANADA AND BRITAIN 


With a Liberal Government now in power—under the 
Premiership of a grandson of William Lyon Mackenzie, 
exiled leader of the rebellion of 1837-38 in Upper Canada 
it might be expected that Canada’s trend would be 
against closer imperial co-operation. It must be remem- 
bered, however, that the Liberal Government has an 
€xceptionally broad basis of support, having gained many 
traditionally Conservative and Imperialist seats, and that 
Its mood towards imperial co-operation is displayed in its 
appointment as High Commissioner in London of one of 
© most outstanding exponents of the Commonwealth 
idea. Mr Vincent Massey, who as Canadian Minister in 
Washington worked in the closest harmony with the British 
mbassy and Consulates and has since paid many warm 


te 

tributes to the value of such co-operation between the 
British nations in their external affairs, can be trusted to 
use all his influence in the direction of common Canadian- 
British efforts towards the goal at which both nations are 
aiming. The extent of the Liberal parliamentary majority 


is itself an insurance against any temptation to play 


politics over imperial issues. 

Canada’s attitude towards Commonwealth co-operation 
in the past has been deeply affected by fear of domination 
by a larger, wealthier, and perhaps less pacific Mother 
country. There has been more than one manifestation of 
a national inferiority complex, natural in a country that 
has had to grow up under the ever-present threat of seeing 
her national life and personality merged in that of her 
great American neighbour. Her nationalism, in conse- 
quence, has been rather self-conscious. To-day there are 
signs that both those elements in national sentiment— 
fears of domination by Great Britain or by the United 
States—are being dissolved. Forty years ago, when the 
nations of the British Empire met in conference on thé 
occasion of Queen Victoria’s Diamond Jubilee, and the 
form of the present-day Commonwealth began to emerge, 
there was lively apprehension that the future of Canada 
might be absorption in the United States. Now no one 
thinks on those lines. The economic depression has 
helped to impress on Canadian minds that the size and 
material resources of a nation are not a guarantee of 
economic welfare. When thousands of banks in the United 
States were closing their doors and ruining their depositors, 
the banking system of Canada, based on the British 
branch-banking plan, stood the strain without signs of 
cracking. When the United States left the gold standard, 
the Canadian dollar stood for a long while at a premium 
on New York, in place of the large discount that had ruled 
continuously in the earlier years of depression. The estab- 
lishment of the Bank of Canada, it is popularly felt, 
should go a long way towards reducing the Dominion’s 
dependence on the United States for financial facilities. 
The unemployment problem in Canada, though severe, 
never assumed the menacing character which it possessed 
in the United States in 1932-33. All these things have 
done much to rid Canadians of the unconscious sense of 
inferiority in relation to their great neighbour. The con- 
clusion of the King-Roosevelt reciprocity treaty has 
apparently aroused none of the dread of eventual eco- 
nomic attraction into the United States that helped to kill 
earlier movements towards trade reciprocity between the 
two great Powers of North America. 

Meanwhile, the development of Dominion status to the 
point of complete autonomy embodied in the Statute of 
Westminster has relieved Canadian minds of the appre- 
hension lest every move towards closer imperial co-opera- 
tion prove a cloak for subtle injury to their independence. 
This trend will be confirmed by the recent decision of the 
Judicial Committee of the Privy Council, upholding the 
right of the Dominion to abolish appeals to the Committee. 
Incidentally, a further factor in the alleviation of Canadian 
antipathy to the imperial connection has been the change 
in the attitude of the Privy Council to the Canadian 
constitution. The Haldane regime was notorious in Canada 
for its series of decisions, based on what was regarded as 
mere legal finesse, reinforcing the authority of the Pro- 
vinces against that of the Federal Government. In this 
way, it was held, they defeated the purpose of the Fathers 
of Confederation and undermined the unity of the State 
and its capacity to deal with modern economic problems. 
Latterly, Lord Sankey has been associated with several 
important cases (notably the Aviation and Radio cases) in 
which the Privy Council has adopted a much broader in- 
terpretation of the British North America Act. In this 
way, legal decisions have rid Canadians, who were not 
concerned with the sectional or local issues at stake, of 
the feeling that this last element of formal subordination 
to United Kingdom authority meant a continuous brake 
on Canadian constitutional progress. 

Those who believe in the furtherance of inter-Common- 
wealth co-operation are wont to deplore the negative 
conclusions of the Imperial Committee on Economic Con- 
sultation and Co-operation, and to lay a good deal of the 
blame upon the Committee’s Canadian chairman, Dr. 
O. D. Skelton. Dr. Skelton, who as permanent Under- 
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Secretary for External Affairs exerts a considerable 
influence with successive Canadian Governments, is indeed 
a determined exponent of the principles of Dominion 
autonomy. But it must not be overlooked that he, and 
the Committee that goes by his name, enlarged the 
functions of the Imperial Economic Committee, whose 
original formation had been criticised by Canada because 
she suspected a disguised attempt upon her independence 
in economic and fiscal matters. They also laid down 
general principles for the organisation of agencies for inter- 
imperial consultation and co-operation, which may be the 
starting point for important developments in the future. 
All this helps to confirm the supposition that Canada, 
having obtained full autonomy in the letter and the spirit, 
and therefore no longer obliged to hoard her rights against 
suspected ‘‘ British confidence-tricksters,’’ will move 
slowly towards closer co-operation within the British 
Commonwealth. 

The pace and certainty of this trend will depend to a 
great extent upon two factors. The first is the way in 
which Imperial economic relations develop. Another 
section of this Supplement describes in detail the results 
of Canada’s Ottawa agreements and the policy of the 
Liberal Canadian Government towards them. The gist 
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of it is that the new Government is anxious to negotiate 
a revision of the agreements on the basis of ‘‘ freer trade 
all round.’’ If, in this endeavour, they receive a rebuff 
by reason of any rigidity of British protective policy, they 
will certainly be inclined to seek to expand Canada’s 
trade more and more by agreements with foreign countries, 
which will gradually chisel into the advantages of Imperial 
preference. Political sentiment will then tend to be 
deflected along the same lines. The second key factor is 
the relations between the British Empire and the United 
States. Canada’s position, her economic and social con- 
nections, compel her to place good relations with her 
neighbour in the forefront of her external policy. Her 
réle as a bridge between the two great Anglo-Saxon 
countries on opposite sides of the Atlantic may be of vital 
moment in the campaign for world peace. But if, through 
misunderstandings on either side, or through the adoption 
of extreme nationalistic policies, relations between Great 
Britain and the United States grow cold, Canada’s attach- 
ment to the British Commonwealth will correspondingly 
weaken. Canada is British, Canada is North American. 
She is a lodestone in two fields of force. But, above all, 
Canada is Canada, an autonomous nation with a 
personality, and a destiny, of her own. 





REGIONAL DIVISIONS IN CANADA 


THe Dominion of Canada, although a continuous geo- 
graphical unit, and although possessing a centralised 
political structure, suffers from distinct sectional fissures. 
Apart from the racial fissure between the French and the 
English elements, which is aggravated by religious differ- 
ences and often gives rise to clashes about educational, 
language and imarriage rights, there are in the economic 
sphere four distinct sectional divisions: the Maritime pro- 
vinces, the two central provinces of Ontario and Quebec, the 
prairie provinces, and British Columbia. It has been cus- 
tomary to talk of the great cleavage between the East and 
the West, but economically the Eastern provinces are by no 
means a solid unit. The Maritime provinces, particularly 
Nova Scotia, have always been restless under the yoke of 
Confederation, into which they were dragged reluctantly 
with the aid of special financial bribes. Many of their 
citizens have always contended that their partnership in 
Confederation has retarded their development. Their chief 
complaint has been directed against a tariff system primarily 
designed for the benefit of Quebec and Ontario, which are 
now highly industrialised communities, and maintained by 
successive Federal Governments, Conservative or Liberal. 
They have argued persistently that this system of tariff 
protection has ruined the shipping trade and many local 
industries in the Maritime provinces, and has been respon- 
sible for the comparatively slow growth of their population. 

The sense of grievance on this score is very strong in Nova 
Scotia. The Liberal provincial administration, which came 
to power in 1933, promptly appointed a Royal Commission, 
headed by Professor Jones of the University of Leeds, to 
investigate and report upon the effect of the trade and fiscal 
policies of the Dominion upon the economic life of Nova 
Scotia and other matters affecting the province’s welfare. 
Professor Norman Rogers, who is now Minister of Labour 
at Ottawa, submitted, on behalf of the provincial Ministry, 
a lengthy brief, reviewing the economic fortunes of Nova 
Scotia both before and after Confederation, and contending 
that the effects of Confederation and the subsequent tariff 
structure had been consistently detrimental to the p i 
of Nova Scotia. The Commission reported that, when the 
advantages and disadvantages had been set off against one 
another, the fiscal policies pursued by successive Dominion 
Governments had reacted injuriously upon the economic life 
of the province. It declined, however, to endorse Pro- 
fessor Rogers’ proposal that Nova Scotia should be con- 
ceded the right to establish a regional tariff, contenting itself 
with suggestions that promised relief for various handi- 
— industries within the common fiscal system of 
Canada. 


“EAST AND WEST” 

Thus the tariff structure which Ontario and Quebec— 
contributing as they still do 147 out of 245 members of the 
House of Commons—have been able to keep more or less 
intact for nearly 50 years, has stern critics in the Maritime 
provinces as well as in the West. Nor does it find much 
favour with the rural inhabitants of the provinces that are 
its chief beneficiaries. But it is from the region lying be- 
tween the Great Lakes and the Rocky Mountains that there 
has come in recent years the most determined stream of 
criticism against the domination of the industrial and finan- 
cial interests of Ontario and Quebec over the whole national 
economy. Despite some manufacturing developments, the 
great majority of the population of the prairie provinces 
are primary producers who must sell their exportable sur- 
plus of foodstuffs in the markets of the world, while being 
forced to fill most of their needs in manufactured goods on 
a domestic market in which prices are artificially raised by 
tariff protection. Ever since the prairie country became a 
settled community, its inhabitants have indulged, without 
much success, in continuous political agitations for the pur- 
pose of frightening the old political parties into a modifica- 
tion of the fiscal system. ; 

They have also entertained a deep grievance against the 
railway, banking and other financial interests which have 
their headquarters in Eastern Canada. Their most promis- 
ing effort in protest against Eastern domination came after 
the war, when the western agrarians took the lead in 
organising the Progressive party, which carried all but a 
few scattered seats in the prairie country and elected 66 
members, or more than one-fourth of the strength of the 
Federal House of Commons. But the feeble tactics of its 
leaders reduced this insurgent party to the réle of a ‘* foreign 
legion ’’ of the Liberal party, which then held office, with 
the result that its disillusioned followers melted away and in 
the later Parliaments only a small contingent of independent 
agrarian members were returned to carry on an ineffectual 
warfare against the dominant protectionists. In recent 
years the prairie grain growers have been less vociferous 
in their protests against protectionism, but they have never 
acquiesced in it. They resented so deeply the tariff in- 
creases imposed by Mr Bennett’s Conservative Ministry that 
the latter, accepting the principle that some compensation 
was due to the prairie region for the burdens laid on It by 
the protective tariff, adopted the policy of supporting the 
wheat market in Winnipeg and establishing a minimum 
price for wheat. During the late election the Conservatives 
claimed that their action had put at least 150 million dollars 
into the pockets of the prairie farmers. There are to be 
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found few defenders of the economic soundness of the policy 
of buttressing the wheat market; it was the fruit of sectional 
pressure vigorously applied and too powerful to be resisted. 
One of the grounds for the revision of this policy by the 
Mackenzie King Government is that the proposed allovia- 
tion of the tariff burden will render such special largesse to 
the graingrowers unnecessary. 

A general reduction of tariff duties will help to modify 
western discontent, but there will still remain the funda- 
mental difficulty of trying to keep within the same tariff 
ring a highly industrialised community and a region of 

ji producers. Perhaps, if in the fullness of time the 
mining industry of Manitoba were to undergo a great expan- 
sion, and if the coal and oil fields of Alberta were to form 
the basis for an extensive industrial development, the 
grievances of the prairie country against the tariff might 
disappear. At present they are still responsible for an 
anti-Eastern sentiment of sectionalism, which has at inter- 
vals found extreme expression in proposals that the West 
should secede from Confederation and constitute itself a 
separate Dominion under the British Crown. This western 
sectionalism is, moreover, intensified by two other factors 
—the physical cleavage, caused by the huge tract of barren 
unsettled country lying between Sudbury, Ontario and the 
eastern frontier of Manitoba, and the fact that a large pro- 
portion of the inhabitants of the prairie provinces are immi- 
grants from Great Britain, the United States, and the 
continent of Europe, or their descendants, who have no 
blood—or sentimental ties with the people of Eastern 
Canada. 

BRITISH COLUMBIA 

For a long time British Columbia, the province facing 
the Pacific Ocean, did not share the grievances of the 
org provinces against Eastern Canada. The political 
aith of its citizens was predominantly Conservative, and 
protectionist sentiment was strong in the cities and in the 
fruit-growing districts. Discontent was caused chiefly by 
the apparent indifference of Eastern Canada to the menace 
of the growing Oriental population, which loomed large in 


British Columbian eyes; and there was a certain element of 
the British-born population, relatively more numerous than 
in any other Western province, which continually professed 
longings for emancipation from the control of wa and 
reversion to the status of a Crown Colony. The last few 
years, however, have seen a remarkable change in the 
political sentiment of British Columbia. Both the Liberal 
and the C.C.F. ies are now much stronger than the 
Conservatives, and the fiscal relations of British Columbia 
with the rest of Canada have recently been subjected to 
critical scrutiny. 

Lumber and other exporting interests have been 
exasperated by the loss of markets as the result of the 
trade war between Canada and Japan, which had its origin 
in the desire to protect Eastern manufacturers from the 
competition of cheap Japanese goods; and certain British 
Columbian producers have frequently complained of un- 
fair competition from rival producers in Eastern Canada, 
who were able to hire labour at wages far below the stan- 
dards ruling in British Columbia. Soon after he assumed 
office, Mr Pattullo, the Liberal Premier of British 
Columbia, declared that he must at all costs safeguard the 
high standards of living that had been established in British 
Columbia, and hinted that unless this unfair competition 
were checked he might have to contemplate the establish- 
ment of a regional tariff for his province. He also 
appointed an economic expert, Professor Carrothers, to 
investigate and report upon the state of trade relations 
between British Columbia and Eastern Canada. 

Professor Carrothers’ report endorsed the thesis that 
British Columbia was seriously handicapped by the fiscal 
policy pursued by the Bennett Ministry. Assuming that 
1926 was a normal year, and that British Columbia then 
received the same price scale for its products as it paid for 
commodities imported from Eastern Canada, Professor 
Carrothers had examined whether British Columbia had 
subsequently gained oz lost economically, and the applica- 
tion of this test revealed that in 1927 it had slipped back 
by 7 per cent. compared with the base year of 1926, in 
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I b cent., in 1929 by 3 per cent., in 1933 by 
= te a yg in 1934 by 22 per cent. He concluded 
that economic activity in British Columbia was largely 
dependent upon the price factor and invariably receded in 
conformity with any shrinkage in world prices, without any 
compensation in the shape of lowered costs of imports from 
Eastern Canada. British Columbians are thus at last 
coming to realise that when they must sell their exports in 
the world market in competition with countries like Japan 
and Russia, whose costs of production are substantially 
lower, they are greatly handicapped by being compelled to 
buy largely in the expensive tariff-protected domestic 
market; as a result they are now more likely to make 
common cause with the prairie graingrowers in seeking 
reductions of the tariff. 
FINANCIAL REPERCUSSIONS 

Since the depression began, however, a new element has 
entered into the relations of the Eastern and Western pro- 
vinces. The former, faced with heavy interest on their 
huge debts and a continuous drain of funds for unemploy- 
ment relief, have found it necessary to appeal to the Federal 
Government for financial succour, and a series of advances 
from the Federal Treasury, which now approach a total of 
100 million dollars, have enabled them to escape the default 


on their obligations that would otherwise hav inevit 
able. Certain conditions have been itached ek ‘ 
advances, but any suggestions that the Federal Mini 
should be given the right of supervising the administration 
of the finances of embarrassed provinces have been fi 
resented. Papers in Eastern da, however have been 
delicately reminding the Westerners that since the East 
contributes by far the largest share of the Federal revenues 
it has been acting with notable generosity towards the West 
and deserves to be regarded as a friendly benefactor rather 
than as a selfish oppressor. And now that Alberta has in- 
stalled a Ministry with a mandate to revolutionise the 
monetary system, stern words are being used about dan- 
gerous vagaries of the West, which now threaten to imperil 
the whole fabric of Canada’s national credit. Accordingly 
the feeling of grievance is no longer all on one side, and the 
West, in view of its heavy financial obligations to the East, 
may be disposed to modify its hostility towards the pro- 
tective tariff. At one time it seemed possible that the West 
would soon outstrip the East in population, but the stop- 
page of immigration and the depression in agriculture have 
checked the growth of the Western population, so that it 
remains less than one-fourth of the population of the East, 
and can still exercise only a minority influence at Ottawa. 





POPULATION AND IMMIGRATION 


POPULATION movements are a matter of vital concern to a 
young country with abundant natural resources awaiting 
development. It must be confessed that Canada’s experi- 
ence of population growth has been disappointing. The 
tables given below contain the figures for the population of 
Canada by provinces and territories in the census years 1871 
to 1931:— 











‘a 1871 | 1881 | 1891 | 1901 1911 | 1921 | 1931 
Prince Edward Is. | 94,021] 108,891] 109,078} 103,259} 93,728} 88,615} 88,038 
Nova Scotia ...... 387,850] 440,572] 450,396] 459,574) 492,338] 523,837] 512,846 
New Brunswick... | 285,594] 321,233} 321,263] 331,120] 351,889! 387,876] 408,219 
Quebec ............ 1,191,516) 1,359,027] 1,488,535/ 1,648,898] 2,005,776) 2,360,665| 2,874,255 
Ontario ............ 1,620,851] 1,926,922) 2,114,321|2,182,947/2,527,292|2,933,662| 3,431,683 
Manitoba ......... 25,228) | 62,260! 152,506} 255,211} 461,394) 610,118] 700,139 
Saskatchewaa sa: eh te 91,279] 492,432] 757,510] 921,785 
Alberta ............ 73,022) 374,295] 588,454| 731,605 


98,1 73} 178,657] 392,480) 524,582) 694,263 
ae 27,219 8,512 4,157 4,230 
98,967} 20,129 6,507 “as 9,723 


British Columbia | 36,247} 49,459 








North-West Terr. | 48,000} 56,446 


























BRED x cns cones 3,689,257 4,324,810/4,889,289 §,371,315)}7,206,643 8,787,949|10,976,786 





These figures show that the population has almost trebled 
itself since Confederation; that by far the greatest increase 
—1,835,328—was in the decade 1901-11; that the rate of 
increase for the two decades prior to the last census was 
virtually the same; and that in the decade 1921-31 it was 
little more than the natural increment of the native popula- 
tion. It is also revealed that since 1901—when, after years 
of comparative stagnation, the economic expansion of 
Canada began to gather momentum as the result of the 
settlement of the West—practically half of the total increase 
of population has been contributed by the four Western 
Provinces. Their combined population rose from 598,169 
in 1901 to 2,986,317 in 1931; in the same period, however, 
the two central and industrialised Provinces, Ontario and 
Quebec, gained roughly 1,500,000 people and their aggre- 
gate increase of population between 1921 and 1931, at 
1,011,611, was actually larger than the gain of 567,029 
recorded by the four Western Provinces in the same period. 
On the other hand, the growth of the population of the 
three Maritime Provinces has been unaccountably slow. In 
1901 their joint population was 884,096, and in 1931 it had 
risen to 1,003,103. The population of Prince Edward 
Island had actually declined in this period by about 15,000 
souls; and the total increase for the three Provinces in the 
decade 1921-31 was less than 10,000. On balance, however, 
the East is now more than holding its own against the West 
as far as growth of population is concerned. 

Another interesting development is the change in the dis- 
tribution of the population between town and country. In 
the census of 1891, 3,296,141, out of a total population of 
4,833,239, were classified as rural and 1,537,098 as urban. 


But in the census of 1921 the urban population had forged 
ahead slightly; and in 1931, with a total of 5,572,058, as 
against 4,804,728 rural people, it had taken the lead. The 
distribution of urban and rural population by Provinces in 
1931 was as follows :— 


URBAN AND RurRAL PopuratTion, 1931 
Rural Urban 


Prince Edward Island ... 67,653 20,385 
RO. Cert ee eee 281,192 231,654 
New Brunswick ............ 279,279 128,940 
0 eee 1,060,649 1,813,606 
SD dice cats pbcetchiwpes 1,335,691 2,095,992 
EE RS ee ea 384,170 315,969 
Saskatchewan ..........ec00. 630,880 290,905 
SE nee 453,097 278,508 
British Columbia ............ 299,524 394,739 
EE Lochidcsaddabasesanelsons 2,870 1,360 
North-West Territories ... 9,723 ‘ais 


There has always been a preponderance of males in the 
Canadian population, and there has not been much altera- 
tion in the relative proportions of the two sexes in the total 
population since the beginning of the century. In 1901 
there were 2,751,708 males, as against 2,619,607 females; 
and in 1931 the figures were 5,374,541 and 5,002,245 
respectively. 

One of the most interesting aspects of Canada’s popula- 
tion problem is concerned with the racial origins of the 
people. The following are the figures for the two main racial 
elements, the British and French stocks : — 


1871 1901 1911 1921 1931 
British ......... 2,110,502 3,063,195 3,896,985 4,868,738 5,381,071 
French ......++. 1,082,940 1,649,371 2,054,890 2,452,743 2,927,990 





Total® 3,485,761 5,371,315 7,206,643 8,787,949 10,376,786 
* (inc. “ others”) 


Whereas in 1871 less than one-tenth of the Canadian 
population, and in 1go01 less than one-eighth, belonged to 
neither basic British nor French stocks, by 1931 the propor- 
tion of people of extraneous stocks had increased to 19.92, 
or roughly one-fifth. To this increase the chief contributors 
were Germans, who numbered 473,544 in the census of 
1931; Scandinavians (228,048); Ukrainians (225,113); 
Hebrews (156,726); Dutch (148,962); and Poles (145,503): 
The great majority of the people belonging to these foreign 
stocks are settled in the three prairie Provinces, and their 
fertility is almost equal to that of the French-Canadians. 
Their numbers, however, are no longer being increased by 
immigration, and the younger generation take kindly to 
anglicisation. Thus, the danger once feared—that a series 
of racial enclaves would be created all over the praines, 
and prevent the development of a homogeneous society— 
seems no longer to exist. 
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‘“‘“FRENCH AND ENGLISH” 

Canada is a dual-language country, and intermittent 
friction arises between the two chief races of the Dominion 
over language, educational and other rights. So the rela- 
tively greater increase of the French-Canadian race is a 
factor of ummense and sociological importance. Up to 
1921, the annual influx of immigrants—chiefly English- 
speaking people from the British Isles or the United States 
_-had the eftect of keeping the French percentage of the 
population below 30 per cent. of the total. Between the 
censuses of 1911 and 192r it actually fell from 28.5 to 27.9 
per cent. But the tide then turned; and in the decade 
1921-31 the British stock, even with the help of 
500,000 immigrants from Britain, only increased by 
10.52 per cent., whereas the French population made 
a gain of 19.38 per cent. The result was that, 
by 1931, the French percentage of the total population had 
risen to 28.22. Since the last census, there has 
been further evidence that the superior fertility of the 
French-Canadians is asserting itself steadily. How much 

ater than British fertility is this fertility can be gauged 

om official statistics. The rate of natural increase per 
1,000 population of Quebec is 17.0 per annum for the quin- 

uennial period 1926-30; but it is only 13.0 for the rest of 
Fiand. The latter percentage, moreover, is swollen by the 
high birth rate both of the French-Canadians living outside 
Quebec and the prolific European peasants in the West. 
And for the other great central Province of Ontario—which, 
incidentally, contains some 300,000 French—the average 
natural increase per annum was only 12.4. Thus, it has 
been calculated that, if there is no revival of immigration 
on a reasonable scale, and if the racial birth rates persist 
at the present level, then at the end of fifty years the French- 
Canadian element in the two central Provinces will have 
doubled itself and will be about 5 million strong, or half a 
million more than the British element. Granted a continu- 
ance of the same conditions for another half century, the 
French-Canadian population of Central Canada will be 
roughly ro millions, as compared with a British population 
of about 63 millions. Such a development cannot fail to 
have far-reaching political, social, and other consequences. 

CANADA AND IMMIGRATION POLICY 

Since the onset of the world depression in 1929, the pre- 
valence of serious unemployment within the bounds of the 
Dominion has induced the Canadian Government to stop 
the special encouragements which it had been giving to 
immigration. These took the form of assisted passages to 
Canada, as well as of other inducements. Instead, the 
Government imposed certain restrictions upon the inflow of 
immigrants. People from the British Isles, the Scandi- 
navian countries—which export a particularly desirable 
type of settler—and the United States are still allowed in- 
gress, providing they can prove the possession of money 
sufficient to prevent themselves becoming charges on public 
funds. But no immigrants from the rest of Europe are 
allowed to enter, except (a) wives and unmarried children 
under eighteen years of age, coming to join heads of 
families already established in Canada, and in a position to 
look after their dependents; and (b) agriculturists with 
sufficient capital to begin farming on their own account. 
Even the latter must secure special permits, as also must 
all classes of Jews. Rigid barriers are also maintained 
against any substantial inflow of Oriental immigrants. As 
a consequence of this change of policy, immigration has in 
the last five years shrunk to a mere annual trickle. The 
following statistical data tell a story of progressive decline. 


ad IMMIGRATION INTO CANADA 
Origin of Immigrants 1926 1927 1928 1929 1930 








British ED a 48,819 52,940 55,848 66,801 31,709 
United States ......... 20,944 23,818 29,933 31,852 25,632 
North European ...... 26,379 35,098 30,739 29,968 18,751 
Other Immigration ... 39,840 47,030 50,263 36,372 28,714 
Tate wiiikisi3i. 135,982 158,886 166,783 164,993 104,806 

<a 1931 1932 1933 1934 1935* 
I i alice 7,678 3,327 2,304 2,166 1,832 
United States ......... 15,195 13,709 8500 6,071 4,535 
North European ...... 1,313 909 670 644 550 
Other Immigration ... 3,344 2646 2,908 3,595 2,738 
POOR dite cccaas 27,530 20,591 14,382 12,476 9,655 


* April to October. 
As long as domestic unemployment on the present scale 
exists, the Canadian Government would have to face a 


general outcry from the working class, if it were to relax 
the present barriers against immigration. No immediate 
change in its policy is to be anticipated. There also exists 
a sharp division of opinion about the advisability of taking 
any special measures to encourage a renewal of immigration, 
once a reasonable measure of prosperity has been restored, 
and the unemployment problem reduced to manageable 
dimensions. One school of thought holds that, since Canada 
has equipped herself with capital plant in the shape of rail- 
ways, power developments, etc., adequate for thrice her 
present population, the burden of the debt obligations 
assumed for the building of this plant is bound to be con- 
tinually oppressive, until a greatly increased population is 
available to make profitable use of it. Therefore, say such 
observers, as soon as the economic skies definitely brighten, 
measures should be taken to revive the inflow of immigra- 
tion on at least the pre-1929 scale. But an opposite school 
of thought protests against any such effort, on the ground 
that it would be a futile waste of energy and public money, 
and on the ground that the history of Canadian immigration 
since the present century began shows that it has brought no 
increment of real wealth to the population of Canada. 


The supporters of this latter thesis buttress it with data 
supplied by the census of 1931. The figure of 10,353,778 
for the total population in that year represented a gain of 
1,565,829 souls, or roughly 18 per cent. over the 1921 figure. 
But in the period 1921-31 the excess of native births over 
deaths in Canada was roughly 1,350,000; and the number 
of immigrants who, according to official figures, entered the 
Dominion was roughly 1,304,000. Therefore, if Canada 
had been able to retain both the natural increment of her 
own population and these immigrants who, being mostly 
young people, would have contributed some children to the 
population, the census of 1931 would have shown a total 
population about 11} millions. But it was actually about ~ 
1,150,000 short of this figure. Therefore, say the critics, 
Canada must have lost in the decade, and somehow or 
other, this number of people. Undoubtedly a certain 
proportion of the immigrants from Europe failed to get 
satisfactory economic foothold in Canada and returned to 
their original homes. But the greatest loss of population 
came from the heavy annual southward drain to the United 
States. Canada keeps no official record of emigrants; but 
the records of the United States show that between 1920 
and 1930, 924,515 immigrants entered the U.S.A. from 
Canada; and that, in the previous decade, the number 
had been 742,185. Now these 924,515 emigrants to the 
United States account for a large part of the loss of popula- 
tion which Canada suffered between 1921 and 1931. 


The United States records reveal, moreover, that a large 
proportion of them—more than half—were native-born 
Canadians; and that another substantial quota were 
British-born people who had lived in Canada some years. 
Probably many of the departing emigrants were lured to 
the United States by the desire for a more moderate 
climate or higher wages. But many took the southward 
trail because they could not find satisfactory permanent 
employment in Canada. So the opponents of immigra- 
tion contend that its chief effect in recent years has been 
to displace native-born Canadians in favour of incomers 
from other countries; and that the Dominion loses, rather 
than gains, by such a process. They are prepared to argue 
that, if not a single immigrant had been admitted to 
Canada since the end of the war the total population would 
be as large as it is to-day. At present, the southward 
outflow from Canada of emigrants to the United States 
has virtually ceased, on account of the rigid restrictions 
imposed by the United States. There has even been 
evidence of a heavy northward movement of disillusioned 
Canadians. Indeed, a rough estimate has been made that, 
since 1929, 250,000 Canadians have recrossed the border 
to their native land; and the number which have moved 
to the United States has been trivial. But in the light of 
these facts any proposals for the revival of immigration 
are certain to provoke a sharp controversy. And the 
French-Canadian element of the population, for reasons set 
out above, are likely to range themselves solidly against any 
renewed encouragement of immigration into the Dominion. 
In fact, to-day Canada, like Australia, is not only 
‘* population-conscious ’’ but also ‘‘ race conscious.”’ 
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THE PRESENT POLITICAL SITUATION 


Tue Federal general election, which took place on Octo- 
ber 14th, has stabilised the political situation at Ottawa by 
installing a Liberal administration equipped with the most 
commanding majority in the House of Commons that any 
Canadian party has enjoyed since Confederation. But, like 
the British election, it did not produce in Parliament a fair 
representation of public opinion. The Liberals, including 
the four Independent Liberals and two Liberal-Progressives 
who will certainly vote with them, carried 179 seats, the 
Conservatives 39, the Social Creditors 17, the Co-operative 
Commonwealth Federation 8 and the Reconstruction Party 
one, whereas the figures of the popular vote were as follows 
(the 1930 election figures are added for comparison) : — 


1930 1935 








COMSEFVAtIVE .......ccceccscssvecees 1,909,955 1,302,814 
Te TORN 1,714,860 2,058,699 
SR tect Nei tiekacsi a ceatannacen eae 386,094 
ROCORTIIMCTOR. cccccccccccccceccece ose 384,017 
TERETE ee 181,457 
SPEED ab basteccdbccedeedibcsnconcesss 274,180 79,346 

ED scncctmiiccicvsixednes 3,898,995 4,392,427 


These facts reveal that the Liberal Party, although win- 
ning almost three-fourths of the seats in the Commons, 
polled only 46.5 per cent. of the popular vote, and that, 
while each Liberal member represents only about 11,500 
votes, each Conservative represents about 33,400 and each 
C.C.F. member 48,000. Nevertheless, the Liberal repre- 
sentation, except for a lacuna in Alberta, is on a broad 
national basis; indeed, Sir Edward Beatty, the President of 
the Canadian Pacific Railway, has declared that Mr 
Mackenzie King’s administration is entitled to be regarded 
as a national Government. The new House of Commons 
will suffer, however, from the unwieldiness of the Ministerial 
majority, and from the fact that the Opposition, split into 
discordant groups, may be too feeble both in numbers and 
debating power to perform its proper functions. The com- 
plete absence of any French Canadians from the Opposition 
is also unfortunate. 


Mr King has managed to construct a very presentable 
Ministry which, for the time being, commands public con- 
fidence. Senator Dandurand, the Government leader in the 
Senate, Mr Lapointe (Justice), Mr Dunning (Finance), and 
Mr Euler (Trade and Commerce) are all able men, who con- 
tribute ripe political judgment and administrative experi- 
ence, while Mr Howe (Transportation), Mr Isley (National 
Revenue) and Mr Rogers (Labour) represent a valuable in- 
fusion of new and vigorous blood. If a wide range of 
opinion among its following entitles a Ministry to be called 
“* National,’’ Mr Mackenzie King’s Government justifies 
Sir Edward Beatty’s comment; for its supporters include 
stern reactionaries and avowed protectionists as well as 
advanced radicals and advocates of very low tariffs. The 
Cabinet itself gives a fair reflection of these varied opinions. 
The key figure in the Ministry will probably prove to be 
Mr Charles Dunning, the Minister of Finance; an English- 
man by birth, he started his political career as a western 
Radical, but since he withdrew from politics in 1930 after 
losing his seat he has been closely associated with the 
C.P.R. and other large corporations in Eastern Canada. 
If he decides that the fortunes of the farmers, whose hard 
experiences he shared during his early years in Canada, are 
to be his primary concern, then the Ministry will be one of 
the Left-Centre; but if he prefers to conform to the views of 
his more recent associates then it will operate as a Ministry 
of the Centre, for the influence of the French-Canadian con- 
tingent in the Cabinet will generally be exerted in favour 
of cautious conservative policies. 


LIBERALS AND THE FUTURE 


The popularity of the Liberal Ministry in the immediate 
future will largely hinge upon its ability to cope with the 
unemployment problem. Although the unemployment 
situation has improved, it is still grave, and is involving 
many public authorities in acute financial embarrassment. 
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During the recent campaign the Liberals accused the 
Bennett Ministry of gross and culpable failure to solve the 
problem of unemployment, and the country now expects 
them to make good their undertaking to find a sati 
solution. The Liberal leaders take the view that the en- 
largement of foreign markets and the revival of export trade 
will so stimulate the basic natural industries that they will 
be able to absorb gradually a large proportion of the un- 
employed. Since they came to office they have therefore 
been bending their energies with great vigour to trade nego- 
tiations with the United States, Japan, France and other 
countries, and in the trade agreement just concluded with 
the United States they have already scored a very gratify- 
ing success. They also propose to secure a revision of 
Ottawa agreements on the basis of the principle laid down 
by Mr Baldwin in his opening address to the Ottawa Con- 
ference in 1932, when he declared that, subject to local 
conditions, an attempt should be made to stimulate inter- 
Imperial trade by lowering the trade barriers between the 
British nations rather than by raising higher barriers against 
the trade of foreign nations. The Liberal Party is definitely 
bound by its official programme and its election pledges to 
reduce the tariff to the level ruling before Mr Bennett came 
into office, and to wipe out a number of tariff excrescences 
like the system of abitrary valuations for customs purposes. 

Undoubtedly the majority of Liberals will support the 
Ministry in such courses, but within the party there is also 
a hard core of protectionist sentiment. In no previous 
election were so many Liberals elected for Eastern in- 
dustrial seats, almost every one of whose voters is interested 
in the maintenance of some tariff schedule or other. 
Liberals, for example, now sit for all the Cape Breton seats 
in Nova Scotia, which is one of the chief centres of the iron 
and steel and coal industries; and out of 120 textile mills in 
Canada g2 are located in constituencies which are now 
represented by Liberal members. The Government must, 
therefore, be prepared to deal with some insurrection among 
its protectionist followers, when it brings its policy of tariff 
reduction to fruition. Its western supporters, who have 
always been the nucleus of the party’s low tariff wing, form 
in this Parliament less than one-fifth of the total Liberal 
strength, and the eastern Liberals my themselves could com- 
mand a comfortable majority in the Commons. 





THE RAILWAY PROBLEM 


The railway problem will provide another difficult hurdle 
for the Ministry. While Mr Dunning is suspected, perhaps 
wrongly, of a disposition to favour a merger of the two 
systems under C.P.R. leadership, the great majority of his 
colleagues are determined to preserve the Canadian 
National Railways as a State-owned system; some of them, 
notably Mr Euler, would certainly resign rather than 
acquiesce in its being handed over to the C.P.R. 

But perhaps the most fundamentally serious of the 
Ministry’s problems is that of public finance. All that can 
be said at present for the Budgetary situation of the Federal 
Government, which is described in another article, is that 
it is not so parlous as that of certain provinces and impor- 
tant cities. Concerning the debt situation, the financial 
editor of the Toronto Star recently wrote: 


‘* Every student of Canadian financial affairs knows that 
the situation is getting worse every day, and what is any- 
body in Canada doing about it except hoping that 
prosperity will come and save our bacon? ’’ 


Even a Conservative paper like the Winnipeg Tribune 
recently declared that the remedy prescribed by financial 
experts—drastic doses of economy—is futile, and that the 
only cure is a nation-wide refunding operation in order to 
lessen the debt burden, which is absorbing much too large 
a share of the national income. The debt question cannot 
be indefinitely evaded and the reputation of the wo 
Ministry for conservatism or progressivism will be decid 
by its treatment of this problem. What may impel it to 
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more radical courses is the recent evidence, never before 
visible, of a temper of radical insurgency in Quebec. Ina 
provincial election held on November 23rd, 26 seats went to 
a new party, L’Action Liberale Nationale, formed by 
Liberal critics of the administration of Mr Taschereau, who 
for years, despite his appellation of Liberal, has been the 
most fundamentally Conservative politician in Canada. In 
the realm of Imperial relations the King Ministry will be 
willing to show cordial co-operation in economic and similar 
matters, but it will _ no ear to plans for co-ordinated 
schemes of Imperial defence. The recent strange announce- 
ment that Dr. Riddell, Canada’s permanent representative 
at Geneva, had acted in a personal capacity in proposing 
the extension of sanctions to oil, steel and coal is an indica- 
tion that the influence of Quebec will be continually exer- 
cised towards an isolationist policy in foreign affairs and 
freedom from all entanglements in Europe. 


CONSERVATIVE PROSPECTS 


The fortunes of the Conservative Party are now at their 
lowest ebb since its foundation by Sir John Macdonald. 
It is true that on a basis of proportional representation it 
would be entitled to 73 seats in the Federal Parliament, 
but the fact remains that its present parliamentary strength 
of 39 is by far the smallest in its history. Moreover, apart 
from Mr Bennett, who is reputed to be anxious to retire, 
and a few others, it is singularly weak in debating power 
and will be hopelessly outmatched in the House. Old and 
well-established parties have remarkable powers of recov- 
ery, but what darkens the outlook for the Conservative 
Party is its feebleness in several provinces. In Canada, 
provincial politics are run on party lines, and if a party 
is to be strong in the Federal field it requires nourishing 
roots in the shape of strong provincial organisations. At 
present not only does the Conservative Party control not 
a single one of the nine legislatures, but to a total member- 
ship of roughly 500 in the provincial legislatures it contri- 
butes less than 50. In the legislatures of Prince Edward 
Island and Saskatchewan it has not a single representative; 
in each of those of British Columbia and Alberta it has a 
solitary one; and even in Ontario and Quebec, where it is 
strongest, it has less than one-fifth of the total membership 
of each house. In the three most westerly provinces it no 
longer fills the réle of official Opposition, and in no legis- 
lature is it on its own account an effective minority. Under 
such circumstances it may prove extremely difficult to revive 
in the near future the fortunes of the Federal Conservative 
Party, unless some unexpected issue arises to split the 
Liberal Party. The famous conscription controversy of 
1917 alienated from the Conservatives the mass of the 
French-Canadian voters, and it was only in the election 
of 1930 that they were able to tap once more on any large 
scale the great reservoir of fundamentally Conservative 
sentiment that is available in Quebec. At the moment, 
French-Canada, thanks in no small measure to the war 
scare in Europe, again stands preponderantly behind the 
Liberal Party. As long as it continues to do so a Conser- 
vative majority at Ottawa will be an accident. 

_ For the moment, too, Conservatism is bereft of much of 
its progressive element, which followed Mr Stevens and his 
Reconstruction Party. The younger Conservatives who 
temained in the fold take the view that the best hope for 
the revival of the Conservative Party would be to make 
peace with Mr Stevens and his cohorts. But Mr Stevens’ 
price for such reconciliation would certainly be the adop- 
tion of a radical programme that would horrify the powerful 
business and financial leaders who still adhere to the Con- 
Servative Party. They jibbed at Mr Bennett’s efforts to 
make the Conservative Party an instrument for the reform 
of the capitalist system, and they would certainly never 
countenance its further movement to the Left under the 
Suidance of Mr Stevens. Rather, indeed, would they prefer 
to support the Liberal Party, trusting that its Quebec con- 


tingent would restrain any radical adventures. For the 
moment, the Conservative P. must await Mr Bennett's 
decision about his retention of the leadership before it tries 
to develop any programme or . Its shrewder 
members are well aware that its experiment in high protec- 
tionism has been written down a failure by the country and 
that to win another election it must have some other policy. 
It is just possible that if the Mackenzie King Government 
embarks upon the adventure of constitutional reform— 
which is long overdue—and finds itself frustrated by its 
supporters and allies in Quebec, the Conservative Party 
might be supplied with an effective issue for the next elec- 
tion. Meanwhile, its majority of two to one in the Senate 
pees it with means for putting a brake upon the legis- 
tive activities of the Liberal Ministry. 

There remains to be considered the outlook for the three 
other groups—the Co-operative Commonwealth Federa- 
tion, the Reconstruction and the Social Credit party. 
There are some students of the Canadian political situation 
who think that the most significant feature of the late 
Federal election was the fact that these groups between them 
polled nearly a million votes, a one-fourth of the 
national poll. At the present time the groups advo- 
cate separate in which there are sharp 
divergences. The C.C.F. are to all intents and purposes a 
Socialist party; the Reconstructionists abjure Socialism 
while urging drastic reforms of the capitalist system; and 
the Social Credit supporters are primarily concerned with 
achieving a revolution in the monetary and credit system. 
But if during the course of the next Parliament some leader 
of the Left were to succeed in welding the three groups 
together into a single aggressive party, it might develop 
quite formidable strength at the next general election, par- 
ticularly if the Liberal Party succumbed to the influence 
of its Conservative elements and if the Conservative Party 
failed to recover strength. 


“SOCIAL PLANNING FOR CANADA” 


The political experts do not concede any future for the 
Reconstruction Party as a separate unit, and the impression 
prevails that within four years the disillusioned voters of 
Alberta will be ready to turn and rend Mr Aberhart and his 
lieutenants. The chances are that the Reconstructionists 
and the Social Credit voters will drift into the C.C.F. camp. 
In the new Parliament the C.C.F. will only have eight 
representatives, but if they can develop some debating 
strength, and if the Government’s plans for solving the 
unemployment and other problems go awry, their case for 
a wholesale reconstruction of Canada’s economy will get 
a hearing in the country. Within the ranks of the C.C.F. 
are a large number of the younger intelligentsia of Canada, 
some of whom have just produced a very interesting book 
entitled ‘‘ Social Planning for Canada,’’ which exposes in 
succinct and forceful style the weaknesses of the present 
economic system and propounds a concrete plan for its 
reformation on socialist lines. Some of their proposals are 
beyond the range of practical politics in Canada for many 
a long day, but at least their party puts before the elec- 
torate a definite programme. In a country where there are 
still a million and a quarter people on public relief, and 
where a large element of the farming community is in sore 
straits, with debt burdens pressing heavily upon it, such a 
programme will have an increasing appeal unless the 
Liberal Ministry can open the road to a recovery of reai 
and permanent prosperity. The question many people in 
Canada are asking to-day is why the economic life of a 
country, which has such vast and varied resources, cannot 
be so organised as to provide a reasonable sustenance for 
10} million people, when Sweden, another country in 
northern latitudes with a much smaller area and little first- 
class land, manages to support 7,000,000 people without 
condemning any large proportion of them to serious 
privation. 
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The Canadian Pacific Railway spans Canada from coast to 
coast — serving every important agricultural, mining and 
industrial region, and reaching every big city and the 
most attractive holiday resorts. On its own and subsidiary 
systems it has more than 21,000 miles of track. By its 
associated connections it provides through services to all 
parts of Canada and the United States. 


Its passenger services, fast, frequent and comfortable, 
are maintained by many famous trans-continental and 
other trains. 


Between Europe and Canada, the Canadian Pacific EMPRESS, 
DUCHESS and MONT class liners provide a regular service, 
and on the Pacific fast Canadian Pacific EMPRESS liners 
link Canada with the Orient. Connections to New 
Zealand and Australia. Canadian Pacific ships also visit 
many countries round the world on pleasure crulses. 


Other Canadian Pacific services include a chain of 
magnificent hotels throughout Canada (including the Royal 
York, Toronto—largest hotel in the British Empire) and 
several Chalet Bungalow Camps in Ontario and the Rocky 
Mountain region. Personally conducted tours to Canada 
and the U.S., from 17 days to 7 weeks. 


—PACIFI 
—PACIFIC OCEAN—“ Fast and dependable Freight service with through bills 
—_— ae of lading. 




















Worlds Greatest Travel System 


62-65 Charing Cross (Trafalgar Sq.) London, S.W.1., 103 Leadenhall Street, London, E.C.3 
or Local Agents Everywhere. 
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TRANSPORT BY LAND AND WATER 


By PROFESSOR GEORGE GLAZEBROOK, Toronto UNIvERsITY 


It is now a commonplace in Canada to speak of the im- 

rtance of the ‘‘ railway question,’’ the solution of which 
_-according to Mr R. B. Bennett—is a ‘‘ condition prece- 
dent to recovery.’’ Only in recent years has the country in 

eneral become conscious of the existence of a railway 

problem, and it is not surprising that it has come to 
be regarded as a new development. In reality, however, 
though rendered more acute by the rapid expansion and 
depression of post-war years, the problem has long existed 
in some form. 

The trouble of the railways can only be understood in 
relation to the conditions in which they operate and to the 
other forms of transportation. Nature has made a nice 
balance in Canada between physical helps and hindrances 
to communication. The St. Lawrence and the Great Lakes 
together form a system of inland waters such as cannot be 
found elsewhere in the world. From the earliest days of 
European Canada until the present this water system has 
been constantly used for the carriage of passengers and 
goods. From the birch-bark canoe with its cargo of furs 
to the modern steel freighter there has been a steady flow of 
vessels between the Gulf of the St. Lawrence and the 
western end of Lake Superior—a distance of more than 
two thousand miles. There are, of course, breaks in the 
navigable waters: rapids in the St. Lawrence, Niagara 
Falls, and the passages between the upper lakes. To over- 
come these obstacles has been one of the tasks of Canadian 
Governments. On the whole, however, the remarkable 
thing about the inland waters of Canada is their great value 
to the commerce of the country. 

No such easy path has been left for the traveller by land. 
The distances are enormous, compared with those of 
Europe; but distance in itself is not necessarily a drawback. 
If a road or railway runs through consistently peopled and 
prosperous country, it matters little whether it be a hundred 
or a thousand miles long. The problem of Canadian rail- 
ways is that they have to serve areas which answer neither 
of these conditions. A political map of Canada shows a 
comparatively square territory, but a physical one tells 
quite another story. The maritime provinces of the east 
are partly cut off from central Canada by the jutting 
boundaries of Maine, a condition which led to the circuitous 
route of the Intercolonial Railway. The central provinces, 
in the valley of the St. Lawrence and lower lakes, are cut 
off by land from the west by hundreds of miles of rocky, 
wooded, and almost unpopulated country. To cover this 
long detour by the north shore of Lake Superior has been 
the heaviest drain on all the transcontinental railways. The 
prairie of the west offers no natural obstacles except river 
valleys of exceptional width and depth; but toward the 
Pacific Ocean the three ranges of mountains have necessi- 
tated the most expensive type of railway construction. 

The climate of Canada makes impossible the use of the 
waterways for at least six months of the year, and makes 
difficult the operation of railways during the winter, 
although means have been found to overcome the latter 
difficulty. The population of the country, which amounts 
in all to only some ten millions of people, is distributed un- 
evenly throughout the southern part of the Dominion. 
Because of physical geography, the placing of raw 
Materials, and the distribution of population, the railways 
have had to be built to some extent through regions—such 
as that north of Lake Superior, and the Rocky Mountains— 
where local traffic is insufficient to carry their upkeep. In 
addition, an attempt has been made, with only partial 
success, to broaden the belt of settlement by the construc- 
tion of pioneer railways. 


THE HUMAN FACTOR 


To the natural obstacles to economical transportation 
may be added the human mistakes which have been made. 


Although the Grand Trunk Railway was of inestimable . 


value as the pioneer trunk line of central Canada, its heavy 
Initial cost and constant deficits caused a heavy drain on 
the public Exchequer of Canada as well as on the English 


shareholders. Having failed to block the construction of 
the Canadian Pacific Railway, the directors of the Grand 
Trunk sought to share in the surprisingly great traffic otf 
the west by extending their line to the Pacific coast. Their 
plan, however, in the form in which they presented it, was 
unacceptable to the Government of the day. Instead the 
company was induced to agree to an alternative plan by 
which the Grand Trunk—under the name of the Grand 
Trunk Pacific—built a line from Winnipeg to Prince 
Rupert, on the Pacific, while the Government itself under- 
took the National Transcontinental Railway, running east 
from Winnipeg, through the unsettled north of Ontario and 
Quebec to Quebec City, and thence to Moncton in New 
Brunswick. Not content with this hostage to fortune, the 
Government, inspired by the prosperous days of the new 
century, allowed at the same time (1902-04) the construction 
of a third transcontinental railway known as the Canadian 
Northern. 

During the war this hazardous policy began to bear evil 
fruit. Both the Grand Trunk Pacific and the Canadian 
Northern found it impossible to raise money for the com- 
pletion of their tracks; and the Government, which had 
already poured money into these enterprises, decided to 
take them over, rather than risk the delays and the dangers 
to public credit which receiverships would entail. In this 
way the Canadian National Railways were born, and were 
saddled from their youth with the immense burden of debt 
that the private companies had accumulated. After the 
war came another period of optimism and expansion. Both 
the Canadian National and the Canadian Pacific added 
considerably to their trackage and equipment, and spent 
large sums on ancillary enterprises, such as hotels and 
steamships. Again a day of reckoning came, with the de- 
pression of 1929-32. 

With minor exceptions, there are only two Canadian 
railways. The Canadian National had in 1933 a total single 
track mileage under operation in Canada of 21,940, the 
Canadian Pacific had a similar mileage of 17,017, and 
smaller railways made up the total for the Dominion of 
43,421. 

Since the war motor vehicles and roads have developed 
with great rapidity. In 1914 there were few metalled roads 
in Canada and no highways which would allow high speed 
or heavy traffic. In that year there were only 69,598 motor 
vehicles registered in Canada, while in 1933 there were 
1,082,957, or more than one for each ten souls in the 
Dominion. With roads keeping pace with the increase of 
motor cars and lorries, highway transportation has seriously 
cut into the traffic on the railways. This is true both of 

assenger and freight traffic, but is more serious in the 
atter, upon which the railways depend for their profits. 


WATERWAYS 


The railway question should not be isolated from the 
general problem of transportation. Apart from minor 
canals which carry a light traffic, the main waterway is 
that from east to west, through Lakes Superior, Huron, 
Erie and Ontario, and down the St. Lawrence river to the 
chief port, Montreal. This is a waterway which has been 
improved at great expense. Its chief traffic is in freight 
rather than passengers, and the particular goods carried 
are, for the most part, grain and ores. Within the range of 
these and similar heavy goods the railways do not directly 
compete, except in that the traffic is divided between all- 
water and rail and water. There is a constant and succes- 
ful competition, however, by the American routes from 
Buffalo, on Lake Erie, to New York. It is, and always has 
been, a major Canadian ambition to draw this traffic down 
the St. Lawrence instead of losing it half-way to American 
railways and the Erie Canal. 

The Dominion of Canada has three main outlets to the 
sea. The oldest is on the Atlantic, by the ports of Halifax 
and St. John, or by the lower St. Lawrence River to 
Quebec and Montreal. The use of the St. Lawrence is 
limited by the freezing of the river in winter, but Montreal 
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is connected by Canadian railways with the ports of the 
Maritime Provinces and with Portland, Maine. The second 
outlet is on the Pacific, by the port of Vancouver. This 
route has been increasingly used in recent years, and a 
considerable portion of the grain is exported by it. 
Thirdly, the old route of the Hudson’s Bay Company has 
been recently revived by the construction by the Dominion 
Government of a railway to Churchill on Hudson Bay. 


THE ST. LAWRENCE WATERWAY 


In the future there will be two main issues. The first is 
the improvement of the St. Lawrence waterway, so as to 
allow larger vessels to pass through its whole course. The 
proposal is for joint action by Canada and the United 
States, designed to deepen the canals on the St. Lawrence 
and at the same time to develop electrical power. After 
some years of investigation a scheme was drawn up which 
would have resulted in the deepening of the channel from 
14 ft. to 25 ft. at an estimated cost of some $650 millions, 
including the works required for power. In 1932 a treaty 
embodying these terms was initialed by representatives of 
the United States and Canada, but two years later the 
American Senate refused ratification. There is little 
probability of the project being revived in the immediate 
future. For the present there is 25-ft. navigation only 
as far east as the end of Lake Ontario. The route includes 
the new Welland Ship Canal, which is a Canadian work. 


THE “CANADIAN NATIONAL” PROBLEM 

A second main issue concerns the future of the railways, 
and more especially the Canadian National system. At the 
height of the period of prosperity, in 1926, the Canadian 
National was making a substantial operating profit, but the 
depression resulted in this being changed to an operating 
deficit by 1931. Owing to the enormous capitalisation of 
the system—a legacy, chiefly, from the constituent private 
companies—the consolidated balance sheet drawn up by 
the auditors for the year 1933 showed an accumulated 
deficit of $748,413,000. It has several times been pro- 
posed that the capital liabilities should be written down 
to accord with the earning power of the railway, but no 


action has so far been taken. Such a change would only 
be a question of book-keeping, for the greater part of the 
debt is either to the Government of Canada or in bonds 
guaranteed by the Government. It would, however, give 
a more real picture of the position of the railway. 

In any case, the problem would not be solved; for 
unless there should be a substantial increase in the volume 
of business, it is possible that the Canadian National would 
not be able to pay its way. Designed originally as com- 
petitive railways rather than as a single coherent system 
the Canadian National is at a disadvantage compared with 
its rival. 

In view of the serious character of the railway problem, 
the Canadian Government in 1931 appointed a Royal Com- 
mission to inquire into the situation. In its report the 
Commission advised against amalgamation of the two rail- 
ways, but sketched a scheme of co-operation intended to 
mitigate the loss due to competition. To some extent this 
co-operation has been carried out, particularly by the use 
of combined or pool trains, which are operated jointly b 
the railways on runs where their tracks are parallel. It is 
generally felt, however, that further action of some sort is 
necessary. 

Various forms of amalgamation have been suggested. In 
general, these are three: that the Canadian National (with a 
reduced capitalisation) should be sold to the Canadian 
Pacific and the whole operated by the latter company; that 
the Canadian Pacific should be sold to the Canadian 
National and the whole operated under public ownership; 
or that the two railways should be operated by one common 
administration without losing the identity of either. Super- 
ficially it would appear that any of these plans would pro- 
duce an economic benefit. None, however, is acceptable to 
the public. The first would create a monopoly under a 
private company, a situation which is regarded as objec- 
tionable, especially in the west. It would, moreover, pro- 
duce a corporation so powerful that some critics think its 
influence would be too great. The second solution would 
nationalise all the railways of the country, which many 
Canadians believe would lead to inefficiency and waste. 














IF YOU ARE INTERESTED IN BUYING 
FROM CANADA 


The Department of Trade and Commerce, Ottawa, maintains in the British 
Isles a corps of Canadian Government Trade Commissioners who are equipped 
to provide full detailed information regarding Canadian products available 
for export. Canada can supply a great number of the products in demand 


in this market, Those interested are urged to communicate with the 


CANADIAN GOVERNMENT TRADE COMMISSIONER 
Canada House - Trafalgar Square - London, S.W.! 
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The third solution—joint operation—is frequently criticised 
as a veiled form of amalgamation. 

It must often appear to outside observers that Canadians 
wish to eat their cake and have it. Some explanations, how- 
ever, may be put forward. No form of amal tion can 
change the burden of capital liabilities of Canadian 
National. From another point of view there is a not un- 
reasonable caution about putting some 40,000 miles of rail- 
way under a single group of administrators. Furthermore, 
amalgamation would result in an addition to the 
heavy burden of unemployment. Lastly, it has been urged 
that a return of normal business would, unless competition 
from motor vehicles becomes more acute, provide sufficient 
business for both railways. 

It is on this last point that the chief hope of the present 


Government seems to rest. Before Mr Mackenzie King 
became Prime Minister he announced his opposition to 
amalgamation of the railways, a pledge which undoubtedly 
has been regarded as binding. Presumably his Government 
will attempt to implement more fully than has been done the 
scheme of compulsory co-operation advocated by the Royal 
Commission and accepted by Parliament. 

Transportation in Canada is in a very real sense a national 
necessity, politically as well as economically. The public 
investment of Canada in railways, roads and canals 
amounts to a en Ao sum, in addition to the investments 
of individuals. e tact that no railway of importance has 
been built without substantial public aid indicates the em- 
phasis that has been laid on adequate facilities of 
transportation. 





IlL—FOREIGN TRADE 
CANADA’S FOREIGN TRADE 


Tue foreign trade of Canada is composed almost entirely 
of trade with two countries: the U.S.A. and the United 
Kingdom. In 1934, more than three-quarters of Canadian 
exports, by value, went to these two countries; and just on 
four-fifths of Canadian imports came from them. In 1929, 
Canada imported an even greater proportion of her total 
imports, by value, from these two countries; but she sent 
to them a slightly smaller proportion of her total exports. 
Between 1929 and 1935, the proportionate share of the 
United Kingdom in both Canada’s total imports and ex- 
ports, by value, has considerably increased. The following 
table shows Canada’s total imports and exports, by value, 
in the fiscal year 1929-30, and in the calendar years 1932 
and 1934, together with their percentage distribution among 
her principal customers : — 


DISTRIBUTION OF CANADIAN FOREIGN TRADE 




















1929-1935 

1972" | 1982 1894 | 1998 tore | 1932 | 1994 |1995t 
Imports from $m. | $m. | $m. | $m. % % | % 
United Kingdom ............ 189-2 | 93-5 {113-4 |116-4 12 | 96° | 281} Pe 
Rest of Empire.............-. 51-8 | 28-3 | 37-4| 54:3 || 4:3] 6-21] 7-3| 10-0 
United States ...........-.-. 847-4 |263-5 |293-8 1911-7 || 67-9 | 58-2 | 57-2 | 67-2 
Other countries .............. 159-9 | 67-3 | 68-8 | 62-4 || 12-6 | 14-9 | 13-4] 11-4 
ie RG 1248-8 |452-6 |513-4 |544-8 {100-0 |100-0 |100-0 |100-0 

Exports to 
United Kingdom ............ 281-7 |178-2 |270-3 |286-0 || 25-2 | 36-1 | 41-4 | 40-7 
Rest of Empire............... 80-0 | 30-1 | 55-3 | 70-7 6-8| 6:1] 8-4] 10-6 
United States ............... 515-1 |162-6 |222-5 |262-2 || 46-0 | 32-9 | 34-1 | 37-3 
Other countries .............. 243-5 |122-9 |104-8 | 84-3 || 22-0 | 24-9 | 16-1 | 12-2 
ee Eee 1120-3 |493-8 |652-9 |703-2 ||100-0 |100-0 |100-0 |100-0 





























1929-30 and 1932, total Canadian imports from the U.K. 
were reduced by 50 per cent., but those from U.S.A. were 
reduced by well-nigh three-quarters. On the export side, 
Canadian exports to the UK. during the same period were 
reduced by 35 per cent., but those to U.S.A. were reduced 
by just on 70 per cent. Since 1932, Canadian exports to 
the U.K. and to the U.S.A. have risen in roughly the same 
2 but there is now every indication that those 
rom U.S.A. will increase more rapidly than those from the 
U.K. (see the article on the Canadian-U.S. Reciprocity 
Treaty on page 18). Since 1932, Canadian imports from 
U.K. have risen more steeply than those from the 

S.A, 

It is noteworthy that since 1929-30, both Canada’s 
imports and exports from and to the rest of the British 
Empire have been rapidly increasing—mainly at the cost of 
her trade with U.S.A., but also, to a much smaller extent, 
at the cost of that with the U.K. On the other hand, the 
proportion of Canada’s total exports which goes to all 
countries other than the U.S.A. and British countries has 
fallen almost to one-half of the 1929-30 percentage. 
Canada’s foreign trade is thus almost exclusively—88.6 per 
cent. of her imports and 87.8 per cent. of her exports—with 
the Anglo-Saxon countries of the world. The next table 


shows Canada’s principal imports and exports before and 
during the period of depression : — 


CANADIAN FoREIGN TRADE BY PRINCIPAL COMMODITIES 




















* Fiscal year. + Twelve months, October, 1934, to October, 1935. 
The first thing which strikes one in these figures is the effect 
of the depression between 1929 and 1932. Canada’s ex- 
tts were cut down, in value, to 44 per cent. of their 
ormer level; and in order to maintain her normal and 
necessary debtor’s export surplus, Canada had to cut down 
the total value of her imports to 36.3 per cent. of its former 
level. Since 1932, recovery has set in. Though Canadian 
exports have risen, and are still rising, faster than the rising 
imports—as is only to be expected after the raising of emer- 
gency tariffs by the Bennett Government early in the de- 
pression—Canadian foreign trade has still a very long way 

to go if it is ever to approach the 1929-30 level again. 

The inter-Imperial trade of Canada is analysed in the 
section on ‘‘ The Ottawa Agreements ’’ on page 16. While 
Canadian imports from U.S.A. sharply declined, both 
absolutely and as a percentage of her total imports, between 
1929-30 and 1932, they increased absolutely thereafter, 
though the percentage share of the U.S.A. in Canada’s total 
Imports went on declining. Canadian exports to U.S.A., 
on the other hand, fell just as steeply as the U.S.A. exports 
to Canada between 1929-30 and 1932; but between 1932 and 
1935 the percentage of Canadian total exports going to 
U.S.A. rose quite sharply again. 

Canada’s trade with the U.S.A. is much more volatile 
than that with the United Kingdom. Thus, between 























1929— 19$29~ 

| 30* 1932 | 1934 | 1935t 30° 1932 | 1934 [19357 

Canadian Imports $m. $m. | $m. | $m. % % ° 
, refined | 76-7| 42-6 | 40-3 | 42-3 | O11 Sal Pol Pe 
poo Gacceccceseeesdeceesseesns 56-8 | 31-3 | 35-1 | 39-2 4:6 6-9 6-8 7-2 
Chemicals .......ccsccseceeeees 39-9 | 27-9 | 28-1 | 29-4 3-2 6-2) 5:6 5-8 
Iron, raw and semi-m’id.... | 85-2 | 18-4 | 28-5 | 30-0 6-8) 4:1) 5&6) &9 
» manufactured ........ 47-1 | 11-4} 14-4 | 17-2 3-8) 2-5 2-8!| 3-2 
Farm implements............ 30-1] 2:2] 3-2] 5-4 2:4) O65 | 0-6] 1-0 
Machinery, inc. electrical 121-9 | 30-2 | 33-7 | 36-8 9:7 | 66; 6-6) 6-8 
Automobiles and parts ... | 70:2 | 12-8 | 21-5 | 26-2 5-6} 2-8) 4:2} 4-8 
Raw cotton ..............606 21-7} 7-6 | 18-4 | 16-0 1-7) 1:7) 3-6) 2-9 
Wool and woollens ......... 46-6 | 16-1 | 22-3 | 21-2 3-7| 3-6) 4:3] 3-9 
Total, all goods ........... 1248-3 |452-6 [513-5 |544-8 ||100-0 |100-0 |100-0 |100-0 

Canadian Exports 

Reserevecceunccasvveqesqoess 215-8 |128-4 |131-2 [129-6 || 19-3 | 26-0 | 20-1 | 18-4 
Other cereals and flour..... | 62:4 | 31-5 | 31-1 | 32-2 5*7| 6-4) 4:7) 4-6 
cegecsbentdobdcedenodtine 89-7 | 26:9 | 45-0 | 48-5 8-0) 5-4 6-9} 6-9 
Wood pulp ..........c.ceeeseee 44-7 | 18°9 | 25-4 | 26-9 4:0) 3-8| 3-9) 3-8 
Newsprint ..............0.0c00e 145-6 | 83-0 | 82-1 | 86-9 || 13-0 | 16-8 | 12-8 | 12-4 
Other paper ..........cse0s00+ 5-9} 3-3 5-1 5-9 0°5 0-7) 0-8 0-8 
Automobiles................06 35-3 | 7:1 | 19-6 | 23-8 3-2) 1:4) 3:0) 3-4 
Copper copper goods 39-6 | 16-2 | 23-3 | 29-5 || 3-5) 3:3| 3:6) 4-2 
NIE ccnoccticinccisgchetnstnds 25-0 | 7-3 28-9 | 25-8 2-2) 1:56 | 4:41) 3-7 
biiaddevopatssedbenbectsncbante 35-7 | 18-5 | 22-2 | 22-7 3-2) 3:7) 3:4) 3-2 
Total, all goods ........... |1120+3 |493-8 |652-9 |703-2 ||100-0 |100-0 |100-0 \100-0 























* Fiscal year. t Twelve months, October, 1934, to October, 1935. 


The disastrous effect on Canada of the collapse in the 
world’s wheat and cereal markets is evident in the export 
figures above. Yet it will also be noted that the world 
industrial depression, which followed the agricultural de- 
pression by about two to three years, had hit Canada's 
raw material exporting industries very hard by 1932. 
Exports of copper, nickel, newsprint, timber and woodpulp 
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had slumped as much as, and often more than, Canadian 
exports of cereals or fish. Since 1932, exports of cereals 
and newsprint have remained in the doldrums; but exports 
of timber, woodpulp, motor-cars, copper and nickel have 
picked up well. The recovery in exports of nickel, copper, 
and copper goods between 1932 and 1934 is probably con- 
nected with the increased re-armament programmes of many 
European countries. 

In the worst year of the depression, 1932, wheat, cereal 
and newsprint exports—despite the meagreness of their 
totals—became even more of a mainstay in Canada’s total 
exports, together accounting for 32.4 per cent. of total ex- 
ports. By 1935, the raw material items in Canada’s list 
of exports were once more in demand, owing to industrial 
recovery in many foreign countries. 

The figures of imports into Canada show many interesting 
features. The effects of higher industrial tariffs during the 
depression can be traced in the increased proportion of all 
imports falling to petroleum oils, coal, raw cotton and wool. 
The recovery in imports of raw iron and “‘ semi’s ’’ points 
in the same direction. On the other hand, imports of chemi- 
cals and farm implements remain near their low points of 
1932, and must wait on a revival of agricultural prosperity. 


There has been a fairly rapid recovery in imports of 
automobiles and parts. On the whole, however, recovery in 
imports of manufactures has been effectively hind 
tariffs. The percentage distribution of Canada’s chief 
imports during the depression shows that her dependence on 
imported coal, oils and chemicals has grown; and that her 
highly protected textile industries are now more dependent 
on raw cotton and wool imports. 

For the reasons set out in the first paragraph of this 
article, Canada’s foreign trade prospects are most intimate} 
bound up with those of the U.S.A. and of Great Britain. 
More than ever is this so to-day, when there seems little 
likelihood of a return to the pre-depression levels of world 
demand for Canadian cereals. Thus, the Dominion aims 
to-day rather at conserving her cereal exports, while deve- 
loping and increasing her raw material and industrial re- 
sources. A slow re-orientation in Canada’s foreign trade 
has been forced upon her by the depression. How far this 
will develop in the next few years, and what social and 
economic effects it will have inside Canada, are questions 
beyond the scope of this article. But some indication of 
the importance of this re-orientation in Canada’s national 
economy will be found in many other articles in this Survey. 





THE OTTAWA 


SINCE the main objective of the trade agreements concluded 
at Ottawa in August, 1932, was to divert trade into Im- 
perial channels, and in particular, as far as Canada was 
concerned, to transfer business done with the United States 
to countries of the British Commonwealth, it is interesting 
to note the subsequent course of trade exchanges between 
Canada on the one hand and Britain and the United States 
on the other. The following figures relate to the fiscal years 
ending March 31, 1932, 1933, 1934 and 1935. 


AGREEMENTS 


CANADIAN IMPORTS 
(In millions of dollars) 


1931-32 1932-33 1933-34 1934-35 
$ $ 


From— $ 
United Kingdom ......... 106 86 105 111 
United States ............ 351 232 238 303 

CANADIAN EXPORTS 
1931-32 1932-33 1933-34 1934-35 

To— 3 $ $ 
United Kingdom ......... 174 184 227 274 
United States ....... 000. 235 143 194 224 
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These figures show that, as compared with 1931-32, 
Canada has made a small increase in her purchases from 
the United Kingdom, roughly 4 per cent., but has cut her 
purchases from the United States by $48 millions, or 13 per 
cent. On the other hand, Canada has increased her sales 
in the United Kingdom by $100 millions, or nearly 60 per 
cent., and has seen her sales to the United States decrease 
by $11 millions, or about 5 per cent. It is also made plain 
that whereas in 1931-32 Canada’s imports from the United 
Kingdom bore a ratio of 60 per cent. to her exports to the 
United Kingdom, by 1934-35 the ratio had fallen to 41 per 
cent., and the actual balance of trade in favour of Canada 
had increased from $68 millions to $163 millions. Clearly, 
therefore, the British-Canadian tariff agreement has 
operated greatly to the benefit of Canada, and in a much 
smaller degree to the benefit of Great Britain. How effec- 
tive the preferences granted by Great Britain to Canadian 
products have been can be discerned from the following 
tables, which give Canada’s exports to Great Britain of 
the chief commodities on which a preference was arranged 
at Ottawa. 
Exports oF CANADIAN PRopucts To UNITED KINGDOM 


Fiscal years 
1932-33 1933-34 1934-35 

$'000 $'000 $’000 
Braths AP PlES ccccccccccccccscccesccccccscee 6,930 11,400 7,201 
Canned PeasS......cccccccccsseccscssesscess eee 386 655 
Comet GAIMNGM cecccciccccccsccccccccesece 1,985 2,600 3,266 
SE BE DO socccicecccvasctincebden 3,430 12,360 19,834 
BAGS... ccccsvoceccoessevescsccsccescacsotoes 4 400 393 
FRNOGE . cosnscvonde sodonencd cbensecenctncebese 350 665 ose 
Be Ge escecesceveninccsionseseesousia 410 790 832 
TERED sis cccovesesceveotscselbcpheunadienelh 5,066 11,950 16,393 
Copper (primary forms) ...........s00« 4,460 6,635 14.741 
Copper (rods, sheets, etc.)............0+ 1,370 3,170 . 
HE Pl ceserscesnenpasenenpmenninnineneneve 1,810 3,280 3,186 
Zinc and ProductS .....sccecsessseseeeees 1,900 4,300 5,264 
RAED ccccvcccccccstnnchusegdhepeasdeseece 85 315 310 


On the other side of the picture, a special effort was 
made at Ottawa to divert by tariff adjustments Canada’s 
import trade in iron and steel products from the United 
States to Great Britain. The following data reveal how 
far that effort has been successful : — 

CANADIAN IMPORTS 


From U.K. From United States 

Iron and Steel Products 1932-33 1934-35 1932-33 1934-35 

$000 $'000 $000 $000 
Band and hoop iron......... 85 208 695 1,396 
Bars, including rails......... 402 529 634 1,578 
Castings and forgings....... 294 421 1,091 1,824 
Engines and boilers ........ 334 501 4,879 7,105 
Farm implements and ma- 

EY uvecasanntacenesioons 94 148 1,997 3,341 
Hardware and cutlery ..... 743 811 727 1,117 
| ee 1,896 2,571 11,519 15,808 
Plates and sheets ........... 5,498 9,852 3,410 5,902 
MOE bak sctchdcthaubcarsens 3,106 7,350 hea — 
Structural iron and steel... 259 310 494 1,003 
Tl tsscéciesucexonsnvensbenel 159 298 368 835 
Tubes, pipes and fittings... 345 310 512 939 
Wire and manufactures ... 400 982 135 367 


Canada’s total imports of iron and steel products from the 
United Kingdom rose from $11,996,542 in 1932-33 to 
$18,600,768 in 1934-35, a gain of $6} millions, or 54 per 
cent., but similar imports from the United States rose in 
the same period from $43,934,100 to $77,477,500, a gain 
of $333 millions, or 704 per cent. Thus, even the additional 
preferences have not enabled Great Britain to hold her own 
against the United States in the Canadian market for iron 
and steel. 

The figures for textiles and fibrous products, for which 
the British delegates were particularly anxious to secure 
freer access to Canada, are rather more encouraging : — 


CANADIAN IMPORTS 


? From U.K. From United States 

Fibres and Textiles 1933 1935 1933 1935 
T ‘ $’000 $’000 $’000 $’000 
Otal imports .............08 25,580 36,537 22,479 30,562 
Artificial silks and yarns... 83 317 25 108 
Artificial silk products...... 71 886 191 311 
Binder twine ................. 239 537 383 2 
Cotton, raw ........ccceceeees 8 68 7,171 17,096 
Cotton FETED ..0c0ccccceseseve 1,250 2,235 1,007 174 
Cotton fabrics, bleached.... 525 705 277 232 
” ” printed ... 938 1,153 1,028 854 

Oth ” piece dyed 1,128 1,646 eee eee 
Fi er cotton goods ......... 881 1,955 966 882 
ishing lee... PN 635 962 233 274 

’ Pp and jute yarns 269 381 oss was 
Hats and Caps ........ . nai 200 213 191 212 


Apart from raw cotton, Canadian i in this group from 
the United Kingdom rose by $8,897,000, while exports 
from the United States fell by $1,942,000. 

From the date of its conclusion all intelligent people in 
Canada who were not affected by partisan bias or inter- 
ested in local industries, believed that the Anglo-Canadian 
fiscal agreement was exceedingly inequitable to the Mother 
Country and that its revision was sooner or later inevitable. 
Mr Mackenzie King and other Liberal leaders at first 
threatened to abrogate the Ottawa pacts if they came to 
power, but later they modified their attitude and declared 
that they would revise the agreements drastically and place 
them on an equitable basis which would ensure their per- 
manence. It is worth quoting Mr Mackenzie King’s most 
specific declaration on the subject, at Woodstock, Ontario, 
on August 13, 1935. After referring with approval to Mr 
Baldwin's suggestion, in his opening speech at the Ottawa 
Conference, that it was better to increase inter-Imperial 
preferences by lowering trade barriers between the British 
nations than by raising them against others, Mr King con- 
tinued as follows: — 

‘* Should I be Prime Minister, I would go to England with 
this statement of Mr Baldwin in my hand. I would knock 
at the door of the Prime Minister in Downing Street and 
ask if Mr Baldwin was at home, and I would ‘say: 
‘Mr Baldwin, I have come with your message as given to 
the Canadian people in 1932. Instead of the channels of 
trade being cleared and tariff barriers being lowered between 
different parts of the Empire, they were raised against 
other nations. The spirit you hoped for was not to be 
found at that conference, so far as Canada is concerned. 
There is a different spirit now. I present you with this 
statement of your own, and I hope we can sit down, your 
Government and the Canadian Government, and take these 
agreements made in 1932 and revise them along lines you 
yourself then proposed, and see if out of that can come the 
development of a new era, not only as between the different 
parts of the British Empire, but the different countries of 
the world.’” 


The Mackenzie King Ministry can claim that it has a 
decisive mandate for a revision of the Ottawa Agreements, 
as Mr Bennett and other Conservatives argued during the 
campaign that the defeat of their party would be tanta- 
mount to a repudiation of the agreements. Since it 
assumed office the Ministry has shown considerable ener, 
in tackling the problem of Canada’s export trade, but Mr 
King explained to the British High Commissioner that he 
would defer making any approaches to the Government 
at Westminster on the subject of the Ottawa agree- 
ments until the British general election was over. This 
event is now past history, and there are authoritative 
forecasts that at an early date either Mr Mackenzie King 
himself or his Minister of Finance, Mr Dunning, will 
proceed to London to open negotiations for a revision of 
the agreements. Undoubtedly they will be ready to offer a 
wider market for numerous British products in Canada, 
although a substantial number of Liberal protectionists 
have been elected in Eastern Canada, and concessions on 
textiles and other manufactures may entail some problems 
of party management. Nevertheless, the general political 
situation in Canada is favourable to an adjustment of the 
Anglo-Canadian agreement that will give substantial 
benefits to British exports; and probably the only price 
that the British Government will be asked to pay will be a 
guarantee that free preferential entry for Canadian food- 
stuffs to the British market will be preserved. The agree- 
ments are popular in certain sections of the Dominion, 
notably among the fruitgrowers, the lumbermen and pig 
raisers, whose market in Great Britain has been greatly 
enlarged. But the consuming public feels that its benefits 
from them have so far been inadequate. 

At the Ottawa Conference the Canadian Government also 
concluded a series of agreements with other units of the 
British Commonwealth, the results of which can be dis- 
cerned from the following data: — 


CANADA’S TRADE WITH THE BRITISH COMMONWEALTH APART 
FROM THE UNITED KINGDOM 


Fiscal Year Imports E 

* ee nega 
TOSI GB....ccccccevccccccasescosesoccasges 41,440 44,912 
19B32-BS.....cccrcccseccsccccercccscceceses 33,918 37,757 
19BB-B4.... cccccccscccsccccsescossccoeses 35,303 50,422 
1OBO- SB. cccrccccorcccccsscoccoscocsescose 44,501 67,413 
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These figures show that here again Canada has been a 
greater beneficiary of the Ottawa Agreements than the 
other parties to them. Notoriously the other Dominions 
have for some time past been chafing at this state of affairs, 
and have made frequent representations to Ottawa about 
what they regarded as the inequitable condition of their 
trade exchanges with Canada. The Australian Govern- 
ment engaged in actual negotiations with Mr Bennett’s 
Ministry for a revision of its trade agreement, and Mr 
Mackenzie King was only able to secure an extension of 
the trade agreement with New Zealand by allowing the 
latter Dominion to readjust its tariff duties on motor 
vehicles in such a way that assembling work now done in 
Canada will probably henceforth be done in New Zealand. 
Hence whatever decisions may be taken by the new 
Ministry, the time could not have been far distant when the 
other parties to Canada’s Ottawa Agreements would have 
insisted on revising them in the direction that Mr 
Mackenzie King himself approves. 





THE NORTH AMERICAN 
TRADE AGREEMENT 


To a critically objective observer, the United States- 
Canadian trade agreement may not seem to deserve the 
attention and applause it has received. The general level 
of tariffs between the two countries was by no means 
reduced to the pre-Bennett and pre-Hawley-Smoot 
schedules. No recognition was given to the principle that 
lower price levels have increased in inverse proportion to 
the weight of all specific tariffs since 1929. Numerous 
administrative obstacles to trade that have arisen in the 
last five years will remain, and for the first time the quota 
system has been applied to several commodities. But when 
one considers the innate protectionism of the politically 
dominant Canadian east, and of the eastern industrial and 
mid-western agricultural interests in the United States, and 
the strength of special interests in each country, any 
reversal in the trend of recent years must be considered a 
major accomplishment. 

For Canada it was a real reversal in trend. Although 
few of the reductions in the Canadian tariff were large, 
virtually all the items were lowered a little. The United 
States concessions, on the other hand, were somewhat more 
substantial on a limited number of special and carefully 
selected products. The difference in technique is in part 
due to the different character of each country’s import 
requirements and export surpluses, but it also represents 
a fundamentally different approach. The new Liberal 
Government in Canada lowered tariffs primarily because it 
believes (with reservations among the eastern members) 
that lower tariffs in themselves will be directly beneficial 
for Canada; the predominant United States attitude re- 
mained, in spite of Mr Cordell Hull, that any reduction in 
= United States tariff was a concession to the foreigner, 
only to be justified on horse-trading terms by securing a 
larger concession from the foreigner. 


CANADIAN-AMERICAN TRADE RELATIONS 


The background of Canadian and United States 
economic relations is uniquely favourable to any kind of 
treaty. The total trade between the two countries, even 
at its lowest point, was considerably larger than that be- 
tween any other two countries; United States investments 
in Canada which are paying current interest are more than 
total United States foreign investments paying interest in 
the rest of the world; while Canadiar investments in the 
United States are proportionately even larger, and make 
Canada one of the half-dozen largest capital lenders in the 
world. 

Roughly one-quarter of Canadian manufacturing in- 
dustry is owned and controlled by, and is an integral part 
of, the parent industry across the border. International 
trade unions, particularly in the railways, and similar stan- 
dards of living tend to put labour on an approximately 
equal footing in the two countries. The annual flow of tourist 
traffic across the border is unparalleled in numbers, and is 
but another example of the close and very extensive 
economic contacts which have developed between Canada 
and the United States. 
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e magnitude of the present inter-changes, hampered 
aon have been by political obstacles, suggests that the 
two halves of the North American continent must have 
much of a complementary nature. It is true that this is 
not the view one hears from lumbermen, copper miners, 

iry and wheat farmers, ranchers, and fishermen in parts 
of the United States, nor is it the opinion of market gar- 
deners, and manufacturers of textiles, iron and steel, 
machinery and appliances in Canada. Certain sections of 
these industries are highly competitive, while other sec- 
tions are competitive only in the sense that both countries 
are trying to maintain them, although one has greatly 
superior advantages. But apart entirely from the impor- 
tant group of industries in the two countries which are 
competitive in the economic sense of the term, there are a 
surprising number of complementary resources and indus- 
tries. It is partly a case of contrast between the manufac- 
turer and the primary producer. To a limited extent it is 
also the relationship between the frontier and the long- 
established community. But essentially it is a balancing 
of resources—coal and iron in the United States against 
water power and copper, nickel, lead and zinc in Canada; 
oil against gold; mid-west corn against prairie hard wheat; 
oranges against blueberries; early spring vegetables against 
maple sugar; Southern pine against Douglas fir; cotton and 
cotton goods against cellulose products and Sec The list 
could be extended in great detail. Of outstanding 
economic importance is the balance between power and 
metals in the two countries. For long it seemed that 
Canada had nothing to compare with the tremendously 
rich iron, coal, and oil resources of the United States, and 
these resources have traditionally determined the seat of 
industrial power. Only in the last decade has it become 
apparent that Canada possesses equally important indus- 
trial assets of a different nature—hydro-electric power and 
non-ferrous metals. The striking development of these 
two Canadian industries during the last ten years has 
brought about a completely new, and as yet generally un- 
realised, economic alignment. To-day it is no longer a case 
of a primary producing country trading with an indus- 
trialised country; Canada stands second only to the United 
States as a non-ferrous metal and hydrq-electric power 
producer, and her production costs are much lower. 


TARIFF POLICIES 


The significance of this may be brought out by noting 
some of the principles underlying tariff policy in Canada 
and the United States. Far-fetched as it may seem to 
read a policy into the incredible product of lobbying, log- 
tolling, and political, sectional and social pressures, which 
passes as a ‘‘ scientific ’’ tariff schedule in each country, 
certain tendencies have been fairly consistent. In the 
United States tariff policy generally professes to protect 
labour on the farm and in the factory. Regardless of the 
comparative efficiency of labour in various industries, no 
commodity which is largely the product of labour is per- 
mitted entrance. On the other hand, it is certainly United 
States industrial policy, and to some extent United States 
tariff policy, to secure industrial raw materials that are the 
product of favoured natural resources as cheaply as pos- 
sible. The implications of this policy are unfavourable to 
Europe and Japan, but not necessarily so to Canada. The 
modern demand for alloy steels, non-ferrous alloys, and 
electro-chemicals is in essence a demand for cheap electric 
power. The labour factor is negligible. It is consequently 
not surprising to find that 80 per cent. of Canada’s present 
exports to the United States are made up of commodities 
in which electric power is an important constituent—wood 
pulp, newsprint, ferro-alloys, non-ferrous metals, electro- 
chemicals and nitrogen fertilisers—because these are virtu- 
ally the only products that have been retained on the free 
list, or on which tariffs are not prohibitive. They afford a 
striking contrast with Canadian exports to the United 

gdom and the continent of Europe, consisting, as they 
do, largely of foodstuffs. 
€ recent large-scale development of the power and 
metal industry in Canada, and of the demand for alloy 
metals and other electro-products in the United States, 
ee a possible breach in the United States tariff wall. 
t was also evident that in return Canada could well afford 
to scrap her own chronically bankrupt and highly protected 


steel units if she could freel her electro-metal- 
lurgical products for United States coal and iron products. 
Though there was little hope of making such fundamental 
adjustments of either country’s tariff policies as would 
permit intelligent rationalisation in the use of all North 
American resources, in this particular and highly important 
field great possibilities were evident. 

There was, however, a political factor of some import- 
ance that affected this conclusion. Just as it would not be 
politically unpopular in the United States to admit electro- 
— requiring relatively small amounts of labour and 
arge amounts of cheap power in their production, so it 
would not be particularly popular in Canada to secure such 
concessions. The economic value to Canada was unques- 
tioned, but for obvious reasons it was necessary to secure 
concessions that would directly benefit at least as large a 
number of individuals as would consider themselves 
damaged by any concessions given in return. 


THE MUTUAL CONCESSIONS 


For some time the negotiations apparently came to a 
deadlock on this point. Concessions from the United 
States that would 
instance on agricultural, forest and fishery products, would 
be politically unpopular in the United States. A com- 
promise was y evolved, thanks partly to the thorough 

reparation of the subject by both Governments, and 
y to the happy bond of sympathy established between 

r Mackenzie King and Mr Hull. 

The United States made concessions, limited by quotas, 
on some agricultural products (notably cattle, cream, cheese 
and potatoes), lumber ey fir and shingles limited by 
quotas), fish and whisky. e trade in these products (ex- 
cluding whisky) totalled $80 millions annually before the 
Hawley-Smoot tariff and $31 millions last year. These 
changes received far more attention than did the reductions 
in electro-products, such as ferro-manganese, ferro-chrome, 
acetic acid, synthetic resin, and electro-black. A number of 
other items were guaranteed against a change of duty, and 
consisted largely of other electro-products now on the free 
list such as pulp, newsprint, cyanamide, sodium cyanide, 
artificial abrasives, refractories, and various metals. 

The specific Canadian reductions were principally on 
oranges and other fruits and vegetables, farm implements, 
machinery and other iron and steel items, electrical appara- 
tus, household furniture, and periodicals. A more general 
change was the application of the intermediate tariff rates, 
chiefly affecting textiles, automobiles and automobile parts, 
and petrol. The 1929 imports from the United States of 
the products affected by the specific reductions totalled $170 
millions, and the imports that will now come under the 
intermediate tariff schedule then totalled $160 millions. 

It is evident that economics and politics were skilfully 
combined. The guarantees against tariff increases on a 
number of products that were actively threatened, and the 
tariff reductions by the United States on electro-products 
(which will be of chief direct advantage to a relatively small 
number of manufacturers in both countries), together with 
the Canadian reductions on iron and steel, are most en- 
couraging steps towards continental rationalisation. They 
have only a limited popular appeal, however, and are com- 
bined with more politically spectacular moves affecting 
Canadian cattle ranchers and dairy farmers, lumbermen 
and fishermen, publishers, and United States fruit and 
vegetable growers. Five million dollars’ worth of fish, 
or potatoes, or cream represents a great many more votes 
than five million dollars’ worth of ferro-manganese. 

As always in a federation, it was politically necessary to 
secure something for each section. In Canada the geo- 
graphical advantages from the reopening of the United 
States market are divided between the British Colombia 


lumber, salmon and halibut industries, the prairie cattle | 


industry, the Central Provinces’ dairy, cattle, power, 
electro-metallurgical and electro-chemical industries, and 
the Maritime lumber, potato and fishing industries. In the 
United States the most obvious beneficiaries, as sellers, are 
the Southern orange growers and the North-Eastern and 
Mid-Western manufacturers. 

From the neglected viewpoint of the consumer, the effects 
of the treaty will be much less concentrated and obvious. 
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Sixty-Eight Years of Transportation Progress 
are Back of these Leading Motor Cars for 1936 


ANADA was young when the foundations of General Motors 
of Canada were laid. It was 1867—Confederation year— 
when Robert McLaughlin launched his pioneer carriage 

works at the crossroads village of Enniskillen, Ontario. As pro- 
duction thrived, this small forge was abandoned, and the 
McLaughlin Carriage Company moved to the nearby town of 
Oshawa. And here it was, exactly four decades after the original 
Enniskillen venture, that the first McLaughlin-Buick cars were 
built. 

Today, sixty-eight years after these early beginnings, many 
thousands of modern passenger cars and trucks are built—not 
merely assembled —in General 
Motors’ great Canadian plants. And it 
is mo exaggeration to say that well 
over 100,000 Canadians take a direct 
or indirect part in their production 
and distribution. 
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GENERAL MOTORS 


OF CANADA LIMITED 
Oshawa, Ontario, Canada 





Naturally, a very considerable part of this production finds its 
way to other Empire lands and to overseas countries. The 
McLaughlin-Buick or Chevrolet you see in the British Isles, or 
in Australia, traces back direct, or by way of the parts from 
which it was assembled, to this Canadian source. 

General Motors dealers and agents are located throughout the 
Empire, and the whole world. We cordially invite you, on their 
behalf, to see and drive a General Motors Canadian car as s00n 
as possible. 

OUTSTANDING ADVANTAGES OFFERED IN THE NEW 1936 GENERAL 
MOTORS CARS INCLUDE: New, perfected Hydraulic Brakes . «+ 
Solid Steel “Turret Top” bodies by 
Fisher . . . Improved Fisher No- 
draught Ventilation . . . “‘Knee- 
Action” Independent Front-Wheel 
Springing .. . Safety glass in every 
window. 











CHEVROLET - PONTIAC - OLDSMOBILE - McLAUGHLIN-BUICK - LASALLE - CADILLAC - CHEVROLET, MAPLE LEAF & GMC TRUCKS 
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In Canada the reductions in prices of automobiles, 
machinery and farm implements, household furniture and 
electrical apparatus will be perceptible, but scarcely more. 
Meat and dairy product prices will probably be increased. 
In the United States, the quota limitations will probably 
prevent any reduction in prices of agricultural and lumber 

roducts, and while industrial consumers will benefit from 
the use of Canadian electro-products, very little of the 
saving is likely to trickle down to the ultimate consumer. 
Consequently the future of the treaty will depend, as usual, 
on the comparative numbers, organisation and propaganda 
of the satisfied and dissatisfied producers in each country. 
The preliminary reception has been encouraging from this 
viewpoint, the most active opposition in the United States 
being obviously of a political nature and rather lacking in 
conviction. In fact, perhaps the most significant criticism 
of the treaty is that it has been greeted, for the most part, 
with relief rather than with opposition by the vested pro- 
tective interests on both sides of the border. 


THE OTTAWA AND U.S. AGREEMENTS 


Comparisons with the Ottawa Agreements, and conjec- 
tures of the effects on them, are inevitable. The comparison 
is unquestionably highly favourable to the treaty, but it is 
perhaps not fair to compare an agreement including such 
a heterogeneous group of economies as the British Empire 
with one embracing the two halves of one continent. 
Another factor of importance is that the starting points were 
very different. Nevertheless, tariffs were actually reduced 
by the treaty, and were reduced to all other ‘‘ favoured ”’ 
nations, not merely raised against the rest of the world. 

The extension of the United States tariff reductions to 
most of the rest of the world through ‘‘ most-favoured- 
nation ’’ clauses is an important element of the treaty, 
although not as important in practice as it might at first 
appear. For years the United States has pointed to 
Canada’s three-decker tariff as deliberate discrimination 
against the United States, and has virtuously upheld its own 
as a model of equal treatment to all. In vain Canada 
pointed out that increases in the United States tariff on 
maple sugar or fresh cream might in theory apply to all 
countries, but in practice could only apply to the one 
country from which such imports were coming, and were 
equally deliberate discrimination. It was not until the 
recent treaty negotiations that the United States was con- 
verted to this view, and Canada began to question it. Every 
concession made to Canada was in theory made to the rest 
of the world, but now it was the United States that argued 
that a concession on maple sugar or fresh cream was, in 


effect, a concession to Canada alone. In fact, the carefully 
selected—and the defined—items on which the 
United States tariff was reduced make the extension of 
similar rates to the rest of the world largely an empty 
gesture. 

The probable effects of the trade treaty on the Ottawa 
Agreements, and on future British-Canadian trade and 
relations, are a huge subject. Economically, British- 
Canadian trade should not suffer, and if the treaty aids in 
restoring prosperity in Canada it should benefit substan- 
tially. A certain amount of Canadian imports of iron and 
steel, textiles, chemicals and novelties are likely to be 
diverted from Continental Europe to the United States, as 
the United States has now been accorded the intermediate 
tariff schedules extended to European countries. But no 
leading British export to Canada is threatened, and the 
United Kingdom in return is the only available market for 
the bulk of Canadian agricultural exports. At the next 
Imperial Economic Conference Canada may have to make 
substantial concessions in order to retain this market, and 
if Canada wishes to act as middleman between the United 
Kingdom and the United States very large concessions could 
be granted. For some time Canada has been a middleman 
for trade flowing in the opposite direction; a tremendous 
range of United States products, from automobiles to patent 
medicines, are now partly manufactured or assembled in 
Canada and exported to the Empire. United States tariffs 
have prevented any counterflow, and the present treaty 
cannot be said to have made any important new openings. 
But the opportunity exists for another kind of entrepét 
trade. Every year more than ten million United States 
tourists visit Canada, and each one is allowed to take back 
$100 worth of goods duty free. A huge volume of sales 
of fine British textiles and fine leather goods would be 
possible if this 3,000-mile showcase could be used. The 
Canadian textile tariffs are, of course, the obstacle. Perhaps 
nothing is more encouraging in the trade treaty than the 
evidence of a real change in Canadian tariff policy, and the 
possibilities that this opens up of new Ottawa agreements 
in which such opportunities as this may be developed. 

The effect of the treaty on the general political and social 
relations of the United Kingdom and Canada is a more im- 
palpable subject. It may be interpreted as a break from 
the imperial trend of recent years and a resumption of the 
continental trend. But far deeper possibilities exist; it should 
be interpreted as a significant step towards a closer British- 
American entente. Here, as in the economic field, much 
depends on the part Canada plays at the next Imperial 
Conference. The North American trade agreement is the 
most favourable omen that has yet appeared. : 





Ill.—AGRICULTURE 
THE GRAIN TRADE OF CANADA 


By H. C. GRIFFIN, WINNIPEG 


To most observers in the outside world Canada stands for 
Wheat. In the last six years of crisis in the world’s wheat 
markets, however, the Canadian wheat farmers of the 
Golden West ’’ have found themselves faced not only 
with a falling demand and falling wheat prices in world 
markets, but also with their wheat stocks mounting higher 
and higher. The combination of increasing unsaleable 
Stocks with falling prices led to the expedient of stabilising 
internal wheat prices for the Canadian farmer, through the 
Creation of ‘‘ Pools.’’ These efforts were not attended with 
success; and in the autumn of 1935, the Bennett Gov- 
€rnment, already nearing its exit from office, set up a 
Canadian Wheat Board.”’ 
Pool selling of wheat has now been discontinued by the 
eat Pool organisations of western Canada, whose large 
elevator systems are handling grain on the same basis as 
Ose of other elevator companies. Canadian Co-operative 
eat Producers, Ltd.—the agency which the 
various Wheat Pools of western Canada had formerly con- 


centrated the selling of approximately half of the total 
western wheat crop—remained an important factor in the 
market right up to the establishment of the Wheat Board 
last autumn, although the crop of 1930 had been the last 
delivered to it by the various Pools. The Dominion Govern- 
ment, which had guaranteed its bank borrowings in 1930, 
later extended these guarantees to cover all large-scale buy- 
ing of wheat which aimed at the stabilisation of prices. 
These guaranteed purchases grew, until Government- 
sponsored ‘* holdings ’’ amounted to 235 million bushels. 
At the close of the 1934-35 crop they formed practi- 
cally the entire available supply of Canadian wheat. 
Although his position was not officially recognised, Mr 
John I. McFarland, who was general manager of Canadi 

Co-operative Wheat Producers, Ltd., and was later 
appointed by the late Bennett Government to be Chairman 
of the Wheat Board, was generally regarded as the Govern- 
ment’s agent in the wheat market. These operations might 
have been very costly to the Dominion Government but for 
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CSun Life Cssurance 
Company of Canadla 


THE COMPANY HAS been rendering service to the public in Great Britain and 
Ireland for more than 42 years by enabling prudent men and women to 
safeguard their own and their families’ future through comprehensive 
Life Assurance and Annuity plans. 


IT DOES NOT CLAIM that it has the only worthwhile policies to offer to 
the public. 


IT DOES CLAIM that no one who ever insured under any Sun of Canada plan 
and kept his policy in force until its maturity has cause to regret it. 


IT DOES NOT CLAIM to give benefits unsurpassed by any other organisation. 


IT DOES CLAIM that the liberal benefits contained in every policy issued by the 
Company are clearly expressed and guaranteed in full. 


IT DOES NOT CLAIM to have all the good Representatives in the country. 


IT DOES CLAIM that Sun of 
Canada Representatives are 
unusually well-informed in 
Life Assurance matters, par- 
ticularly deferential to the 
wishes of the people they serve, 
and invariably anxious to 
discuss Life Assurance and 
Annuity problems with either 
present or future policyholders. 


Write and let us know what your parti- 
cular problem is and, without ‘Obligation, 
we will tell you how to solve it. 


H. O. LEACH (General Manager) 
SUN LIFE ASSURANCE COMPANY OF CANADA 
(Incorporated in Canada in 1865 as a Limited Company) 
141 Sun of Canada House, Cockspur Street, London, S.W.1. 


In the whole history of Insurance, no 

(or beneficiary) of a CANADIAN uh A Assurance 
Company has fasled to receive at death or maturity 
the FULL amount guaranteed in his policy. 
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the fact that 150 million bushels of wheat were acquired 
prior to December, 1932, at very low prices—5o cents a 
bushel or less. A subsequent rise in prices on world markets, 
coupled with the depreciation of the Canadian ener 
caused considerable profits to be shown on these y 
purchases of grain. The profit tended partly to offset both 
the costs of ‘‘ holding ’’ the total wheat stocks and also the 
losses on the later purchases. The final cost of the entire 
stabilisation experiment will only be known when the wheat 
stocks have been liquidated by the Wheat Board. If we 
assume liquidation at the prices which have been recently 
quoted, the loss, while amounting to some millions of 
dollars, would not be as great as was once commonly antici- 
ted. 

Pit was not the possible cost of these operations which led 
to a change in Government policy; for there was a general 
admission that Canadian wheat producers might have to be 
assisted through difficult times. Rather was it the feeling 
that such operations were endangering Canada’s wheat 
trade. It seemed to have been established that the world 
price of wheat was not subject to control, either by such 
international efforts as the London wheat agreement or by 
the individual action of any one country. Extremely low 
world prices had prevailed during the course of the Govern- 
ment-sponsored operations in the Canadian market. But 
it had also been demonstrated during the crop year 1934-35 
that Canadian wheat could be held at prices decidedly 
higher than those obtained for other wheat. Unfortunately 
the wide ‘‘ spread ’’ between the prices of Canadian and 
Argentine wheat which prevailed during that crop year was 
accompanied by a declining use of Canadian wheat in im- 
porting countries. Thus, the lesson seemed to be that, while 
overseas millers would pay high premiums for limited 
quantities of Canadian wheat for mixing purposes, they 
would under such circumstances restrict their use of 
Canadian wheat and use greater quantities of wheat from 
other countries. 


THE NEW WHEAT BOARD 


The creation of the Canadian Wheat Board under an Act 
of the Dominion Parliament passed in June, 1935, has 
made important changes in Canada’s grain marketing in- 
dustry. The Board began to operate in September, 1935. 
The Government in power is directly responsible for the 
conduct of the Wheat Board, and this is not only because 
its operations must be financed under Government 
guarantee and because the Government must secure from 
Parliament funds to make up any deficit. For, in addition, 
the Act requires the Board to report at brief intervals to 
the Government, and to carry out any instructions of the 
Government. The Government’s responsibility for the 
Board was recognised after the recent General Election, 
when a committee of the Cabinet was established to super- 
vise the operation of the Wheat Board. That was followed 
by a change in the personnel of the Board; the members 
appointed during the previous administration were replaced 
by three new members. But if the Wheat Board Act placed 
a large responsibility upon the Government, it also limited 
the field within which that responsibility was to be 
exercised. It made a statutory change in the direction and 
objective of Canadian Government wheat policy. What 
are these changes, and what do they signify? 

The 1935 Wheat Board Act has introduced a new system 
of protecting wheat producers in western Canada against 
unduly low market prices for their wheat. It guarantees 
them a minimum price per bushel—or rather a series of 
minimum prices according to grade. This replaces the 
former efforts to stabilise wheat prices by Government- 
sponsored purchases in the market; and the Board is for- 
bidden to buy wheat, except direct from farmers. The 
Act has placed great emphasis on the need for the sale— 
and not so much on Government purchase—of Canadian 
wheat, by directing that wheat should be marketed by the 
Board ‘‘ with the object of promoting the sale and use of 

adian wheat in world markets.’’ The Act thus contem- 
plates a situation in which the market price and the price 
at which the Board could sell might be lower than the 
minimum prices paid by the Board. Indeed, such a situa- 
tion has prevailed for some time. 

On the announcement of the new personnel of the Wheat 


Board on December 2nd, Mr W. D. Euler, the Minister 
pal Tade ane Commerce, stated that Se of 

us wheat stocks in Canada during past years 
had created an abnormal situation in the world wheat 
trade. He observed that Parliament had oe recognised 
that this situation was not in the interests of or of 
her wheat producers; and that the Government wanted to 
see the Canadian surplus reduced to normal dimensions. To 
accomplish this, the Wheat Board would seek the goodwill 
and co-operation of the grain and milling trades in all grain- 
importing countries. While it was unnecessary to stage any 
“* fire sale ’’ of Canadian wheat, the wheat would be for 
sale at competitive prices, and would not be “‘ carried ”’ 
for stock at exorbitant prices, compared with those of 
other wheats. 


HOW THE BOARD WORKS 


The Wheat Board follows the ordi channels of the 
gtain trade in its operations. Western elevator companies 
act as its agents, and buy wheat from farmers at its mini- 
mum prices. If and when the open market price is 
higher, a farmer may sell on the open market through the 
same channels. Or he may still choose to sell to the d, 
taking a chance on receiving a subsequent payment from 
the Board in case it makes a profit on the year’s operations. 
To provide for the distribution of such possible profits the 
Board issues a “‘ participation certificate ’’ at the time of 
purchase. In selling wheat the Board is instructed by the 
Act to ‘‘ utilise and employ without discrimination such 
marketing agencies, including commission merchants, 
brokers, elevator men, exporters and other persons engaged 
in or operating facilities for the selling and handling of 
wheat as the Board in its discretion may determine.”’ 
It is further instructed to ‘‘ offer wheat continuously for 
sale in the markets of the world through the established 
channels,’’ although there is a proviso that it may set up 
its own agencies if other agencies are found not to be 
operating satisfactorily. 

Nevertheless, operation of the Wheat Board results in 
some diminution of activity by other agencies. Commer- 
cial handlers of wheat are accustomed, both from prudence 
and necessity to keep their holdings of wheat hedged by 
sales in the futures market. The Board, with its finances 
guaranteed by the Government, need not do so; and 
although it employs the machinery of the futures market in 
making sales, it has carried a great part of its wheat un- 
hedged. The elevator companies, in handling wheat bought 
for the Board, are warehousemen only, and are not called 
on to perform their usual merchants’ functions. Then too, 
the Board, in recent months, chose to forward many mil- 
lion bushels of its own grain from Port Arthur and Fort 
William across the Great Lakes to eastern elevators in 
Canada and in the United States, thus usurping the func- 
tions of the usual forwarding agencies. 

The greater part of wheat stocks in Canada is now under 
Wheat Board administration. The law directed the transfer 
to the Board of about 200 million bushels of wheat, for 
which the Government had become responsible through the 
previous ‘‘ stabilisation buying.’’ In addition, the Board 
has bought a large portion of the current crop directly from 
farmers. Part of that crop had already been sold by 
farmers before the Board began operations. Part was sub- 
sequently sold by farmers on the open market during a 
period when open market prices for some grades of wheat 
were higher than the minimum prices of the Board. But 
as a subsequent decline has put the market price below the 
Board’s minimum price, all wheat recently delivered by 
farmers has been sold to the Board. 

A basic Wheat Board price of 874 cents a bushel was 
authorised and announced by the former. Goverament on 
September 6, 1935. This was higher than was contem- 
plated when the Wheat Board Act was passed; but a 
general rise in wheat prices had taken place in the interval, 
reducing the extent of the farmer’s probable loss if he sold 
on the open market. Moreover, the western wheat yield 
was at least roo million bushels smaller than had been 
anticipated, and much of the harvested wheat was of low 
grade. Thus, a comparatively high minimum price was 
required if farmers were to receive the benefit Parliament 
had intended. The basic price applies only to No. 2 
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Northern wheat, in store at Port Arthur, Fort William or 
Vancouver. On lower grades the basis is lower, down to 
61 cents for No. 6 wheat, and 50 cents for feed wheat. 
Freight to the terminal points must be deducted from 
these prices. 


CANADA AND THE WORLD WHEAT MARKET 


Canada’s wheat exports and the carry-over at the end 
of each season during recent years have been as follows : — 


(Million bushels) 
Carry over at 


Crop Year I-xports Year July 31st 
1928-29 ... 403 _ ae 128 
1929-30 ... 186 Pe oetecesesess 128 
1930-31 ... 258 SPE sheseebdeues 140 
1931-32 ... 207 __ rarer 136 
1932-33... 264 ae 218 
1933-34... 194 Sen 204 
1934-35... 166 Ss vekinsoob 215 


Canada expects to make a better showing with wheat 
exports this year. Possibly 50 million bushels of the higher 
grades of Canadian wheat will be absorbed by United 
States mills, to make up that country’s deficiency in wheat 
suitable for the highest grade of flour. A larger propor- 
tionate share of British and European wheat imports is 
expected, both because of the Canadian policy of selling 
on a competitive basis, and because competitive pressure 
from other grain-exporting countries is expected to be less. 
During the 1934-35 crop year world wheat production was 
short of requirements; and about 300 million bushels dis- 
appeared from the world wheat surplus. Most of the sur- 
plus had been in existence since 1928, owing to the 
‘“* bumper ’’ world harvest of that year. In 1935-36, again, 
world wheat production has fallen short of anticipated de- 
mand, so that by July 31, 1936, the world’s wheat supplies 
are expected to be down to a normal level. True, this 
clearing-up of the world’s wheat market has been very 
largely at the expense of Canada, owing to a series of short 


Canadian crops. Total Canadian production in 1935 was 
only 270 million bushels, of which about 60 million 5 
must be classed as unmillable. At least 75 million bushels 
of high-grade wheat are required for domestic flour and for 
seed. So the production of millable wheat for export has 
scarcely exceeded 135 million bushels. If of this the U 
States take 50 million bushels, not more than 85 milli 
bushels of the 1935-36 production would be available for 
export overseas. Thus, the Canadian surplus carried over 
which was mainly high-grade wheat, will have to be drawn 
on extensively for British and Continental requirements, 
Not only is the Canadian carry-over expected to be sub- 
stantially reduced before the end of the current crop year, 
but as much of it will consist of low-grade wheat, its 
‘“ weight ’’ on the market should be proportionately less. 
Both the farmers of western Canada and of the country 
as a whole are firmly determined to maintain wheat-growing 
for export. While the international market is smaller than 
it was a few years ago, there is less competition from 
India, from Russia and from the United States, three coun- 
tries which formerly supplied half the wheat moving in 
international trade. The United States is deliberately try- 
ing to abandon the wheat export trade, and is trying to 
limit production to domestic needs. The Balkan countries 
export less wheat than in pre-war days, Australian acreage 
has declined from its peak, and even in Argentina there 
has been some decline in wheat acreage. So Canada hopes 
for political and economic readjustments in the world that 
will allow international trade to proceed on a broader 
basis. This would increase the willingness of various 
countries to buy Canadian wheat, instead of promoting 
uneconomic production at high cost within their own 
borders. It would also provide them with the international 
means of paying for it. The Canadian western farmer is a 
convinced internationalist, and sees clearly that his own 
fortunes are bound up with the peace and prosperity of 
Europe. The western farmer is confident of his ability to 
compete with wheat growers of other countries not only in 
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quality of wheat, but in cost of production. That he has 
been compelled to sell his wheat at less than cost of pro- 
duction during recent years he attributes to world condi- 
tions—which, he hopes, are passing—and to forced and 
subsidised pradacies of wheat a. various countries, under 
policies that possibly may not t. He would 
rather see the discontinuance of subsidised wheat-growing 
and wheat-export elsewhere than a subsidy for his own 
operations—and this, even if some element of subsidy be 


bouaive in Wheat Board operations, should they sustain 
a loss. 

What conditions will have to be faced by Canadian wheat 
farmers after the close of the 1935-36 crop year, or how 
Government policy may be adjusted to meet them, cannot 
now be foreseen. They will aes not only on another 
year’s wheat growing weather ughout the world, but 
oe the ever-changing economic and political conditions 
abroad. 





FARMING IN CANADA 


AGRICULTURE is still the basic industry of Canada. At the 
end of 1935 it was, as a whole, better off than at any other 
time in the past three years. Nevertheless, there are no 
immediate prospects of a rapid return to the comparatively 
prosperous position which it enjoyed in 1928 and 19209. 
Agricultural conditions are of direct concern to the 3,290,000 
persons, or 31.7 per cent. of the population of the Dominion, 
who live on the 728,623 farms through the country. These 
extend over 1634 million acres. Agricultural conditions also 
concern at least another 40 per cent. of the Canadian people 
who are engaged in industries directly related to the manu- 
facture, processing or marketing of agricultural products. 


WHEAT 


Wheat remains the dominant factor in Canadian agricul- 
ture. Wheat production in the whole of Canada was esti- 
mated at 273,971,000 bushels for 1935, of which 
261,370,000 bushels were spring wheat and 12,601,000 
bushels autumn wheat, practically all of the latter being 
grown in Ontario. The total acreage sown to wheat in 1935 
waS 24,119,200 acres. The three Prairie Provinces— 
Manitoba, Saskatchewan and Alberta—accounted for 256 
million bushels of the total wheat crop for 1935. In 1934 
the aggregate crop was 275.8 million bushels, or 1,878,000 
bushels more than in 1935. The following table shows the 
acreage, yields and values of the wheat crop for 1928—the 
year of the ‘‘ bumper’”’ crop—and for the five years 
1930-34, inclusive : — 

Average Price : 


, Total Yield. r. 
Year Acreage Bushels ow = Total Value 
$ 
_. 24,119,000 566,726,000 80 451,235,000 
en eras 24,898,000 420,672,000 49 204,693,000 
ne ee 26,355,000 321,325,000 38 123,550,000 
on Me 27,182,000 443,061,000 35 154,760,000 
a 25,991,000 281,892,000 49 136,958,000 
1934 ......... 23,985,000 275,849,000 59 163,972,000 


In the early part of the season the wheat crop of 1935 
gave promise of a bumper crop. Moisture was ample, and 
the crop made an excellent start. But in the latter part of 
June, stem rust spread over wide areas of Manitoba and 
Eastern Saskatchewan, and this disease, as well as damage 
done by hail, early frosts, grasshoppers and cutworms, re- 
duced the possible yield by over 100 million bushels, at a 
conservative estimate. At the end of the crop year, 
July 31, 1935, total stocks of wheat in Canada were 
203,231,288 bushels—nearly 6 million bushels more than the 
volume on hand at the corresponding date in 1934, but 
8 million bushels less than the amount on hand at July 31, 
1933. On November 1, 1935, however, the supplies of 
Canadian wheat available for export or carry-over were 
estimated at 291,580,512 bushels, compared with 


309,260,039 bushels at the similar date in 1934. Broomhall . 


expects that Canada will export during the current crop year 
about 284 million bushels. The distribution of stocks of 
Canadian wheat in Canada is regarded as favourable for 
winter export. Exports have been very satisfactory since 


August, 1935, and should improve as the crop year 
advances. 


OTHER CEREALS 


_ The production of other grains was larger in 1935 than 
M 1934 and 1933, as the following table indicates: — 


PRODUCTION IN BUSHELS 


Year Oats Barley Rye Flax Seed 
1933 ... 307,478,000 63,359,000 4,177,000 632,000 
1934 ... 321,120,000 63,742,000 5,423,000 910,000 
1935 ... 416,369,000 87,512,000 10,610,000 —1,433,000 


The 1935 yield of hay and clover is estimated at 
13,788,000 tons, an increase of 23 per cent. over the pro- 
duction of these crops in 1934 and 22 per cent. more than 
the total crop of 1933. Most of the increase is accounted 
for by a return to good harvests in Ontario and the Prairie 
Provinces, the latter having been seriously affected by 
drought for three years prior to 1935. Yields of the late- 
sown crops—peas, buckwheat, potatoes, turnips, alfalfa, 
sugar beets and corn for fodder—were in 1935 slightly 
below those of the year before. Mixed grains, beans and 
corn for husking, however, gave larger returns than in 
1934. 

LIVE STOCK 


The live stock industry, which is governed to a large 
extent by grain production, is now fundamentally more 
sound than it has been for several years. This favourable 
situation is improved further by an abundant supply of 
roughage and coarse grain, well distributed throughout the 
major producing areas. There has been an increase of 
cattle in recent years, which is now showing its results in 
the offerings to public stock yards. Despite increased 
supplies, prices have moved to better levels than those of 
1934, and there has been an accompanying extension of 
demand. Cattle sales from January 1 to the end of 
November, 1935, exceeded those of the corresponding 
period in the previous year by approximately 121,000 
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head; and prices were on the average $1 to $1.50 higher 
per hundred pounds avoirdupois. : 

While the domestic market has made an important con- 
tribution to this increase, a more potent factor in determin- 
ing prices has been the United States market. Particularly 
has this been so in the case of finished beef cattle. Produc- 
tion of such cattle was restricted in the United States; and 
the severe drought in 1934 sent prices in the United States 
to high levels early in 1935. Although prices in Canada 
were too high to permit of export to the British market, 
they have been sufficiently moderate to allow the United 
States tariff wall to be surmounted. Thus, exports to the 
United States for the first eleven months of the year were 
almost 120,000 head, and to the United Kingdom about 
6,500 head, compared with 4,000 and 49,000 respectively 
in the corresponding period of the year before. 

During the late winter of 1935 and spring of 1936, it 
seems that there will be the most substantial output of 
gtain-fed cattle for several years. For cattle on feed the 
outlook seems similar in the United States; and competent 
authorities are of the opinion that prices for grain-finished 
cattle will be lower in the late winter of 1935 and spring of 
1936 than during the corresponding period of the year 
before. The effect on Canadian exports of such lower 
prices in America may, however, be largely offset by the 
tariff reductions secured through the Reciprocity Treaty 
recently concluded with the United States. At the same 
time, Canadian exporters are watching with interest the 
renewed efforts in the United Kingdom to raise live cattle 
prices in the British market. 

As far as selling prices are concerned, the pig industry 
in Canada has enjoyed an excellent year during 1935. 
Supplies of pigs were somewhat below market demand; 
but in view of the extent of crop failure in 1934, the output 
of pigs during 1935 was remarkably good. The feeding 
situation has improved as a result of larger supplies of 

ain and pasture; and producers are now more satisfied 
at the level of prices. Consequently, production has been 
so increased as materially to affect Canada’s position in the 
world’s pig industry. Canada is intensely interested in the 
British pig and bacon schemes, especially in the proposal 
to increase import quotas of foreign bacon in return for a 
voluntary acceptance of a levy on their product by Euro- 
pean bacon-exporting countries. For the first ten months 
of 1934 Canada exported over 100 million lbs. of bacon to 
the United Kingdom; and she should slightly increase that 
quantity during the corresponding ten months of 1935. 
Shortage of hogs and the effects of the ‘‘ famine ’’ price 
levels in the United States have, for the time being, in- 
fluenced Canadian prices. Canadian exporters, however, 
have made every effort to maintain their exports to the 
United Kingdom, and they hope that prices will soon rise. 

Canadian sheep-breeders are enjoying comparatively 
good times. Asa result of improved sheep production and 
feeding, mutton and lamb have become increasingly popu- 
lar as food; and there has been an improvement in the wool 
market. A very substantial number of lambs are on winter 
feed, and the prospects of higher prices are encouraging. 

Canada is not usually regarded as a_horse-raising 
country. But excellent prices for good types of commer- 
cial horses are now recorded. Export shipments have been 
made, and such horses as have gone to the United King- 
dom. and elsewhere have favourably impressed their 


buyers. 

This year the export market for Canadian dressed and 
frozen poultry has been very active. Shipments to the 
British market for the first eleven months of 1935 reached 
approximately 2,517,000 Ibs., compared with 947,300 Ibs. 
in the corresponding period of 1934. The activity in 
export shipments has benefited the domestic trade. 


DAIRY PRODUCTS 


The fundamental changes which have been taking place 
in the dairy industry in Canada in recent years have had 
the effect of reducing the production of factory cheese. A 
considerable proportion of the milk that formerly went into 
cheese is now made into butter or sold in liquid form. The 
falling-off in the exports of Canadian cheese to the British 
market has been a matter of grave concern. A few figures 
will serve to indicate how well such concern is justified. 


In 1904, Canada exported 233,980,716 Ibs. of cheese to 
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Great Britain valued at $24,184,568. Since that time 
exports have been steadily falling, as the following table 


shows : —- 
EXPORTS OF CANADIAN CHEESE 


Year Lbs. Value 
BODE « vicisyenw ein dineae 164,907,139 opaleous 
Se, ree 144,478,340 18,868,785 
PT RE ATARI RG ae 152,207,037 35,223,983 
COEF accc Mec otceaea¥ 116,777,000 23,426,282 
190 RRR RS 112,609,200 25,181,853 
SOOM «ds. 0bib fbb sstnch 74,966,900 8,176,271 


The decline in the production of cheese does not mean 
that the production of milk has fallen off. The contrary 
is the case. But the unusually low prices for all dairy 
produce in the past four years have materially reduced the 
selling value of milk in those years. Beginning in 1933, 
prices began to improve, and now prospects appear 
favourable for a continuation of better prices. Total milk 
production in 1934 was 16,295,952,700 Ibs., compared with 
16,048,724,900 lbs. in 1933. The figures for the produc- 
tion of creamery butter and Cheddar cheese—the two 
major dairy products— were 234,860,413 lbs. and 
99,340,637 lbs. respectively. In order to encourage the 
manufacture of a greater volume of cheese, a scheme under 
the Natural Products Marketing Act permits an ‘‘ equalisa- 
tion payment ’’ at the rate of 14 cents per lb. on the net 
weight of all cheese made on and after July 1, 1935. This 
payment is equivalent to 14 cents per 100 Ibs. of milk and, 
since it went into operation, the scheme has given practical 
encouragement to the production of cheese. 

FRUIT 

The commercial fruit crop of Canada in 1935 was greater 
in yield than in 1934, two items only being excepted: 
namely pears and apricots. This is shown in the following 
table : — ’ 

COMMERCIAL FRUIT PRODUCTION 


Item and Measure 1934 1935 
RIES REIDOEED prec asccnensacsesenqeeien 3,891,000 4,069,400 
PUNIS CONMOEND ier eis seed ceckisice 344,000 312,000 
Plums and prunes (bushels) .......... 187,000 198,163 
Peaches (bushels) ...........ccssseeeeees 407,000 714,933 
Apricots (bushels).............sessscseees 75,000 40,767 


The export movement from Nova Scotia, the principal 
apple-producing centre of the Dominion, has been heavy, 
but it has been rather light from both Ontario and British 
Columbia. 

REVIVAL OF PRAIRIE FARMING 

One of the most important and progressive undertakings 
which now claims the attention of those primarily respon- 
sible for directing Canadian agriculture is that known as 
‘‘ Prairie Farm Rehabilitation.’’ The severe drought be- 
tween 1931 and 1934 inclusive seriously affected 8,457,000 
acres in the Provinces of Manitoba, Saskatchewan and 
Alberta. These areas were sown to crops to such an extent 
that the yield of grain per acre was reduced to less than 
one-third of the average. In consequence, the plight of the 
farmers in the drought areas became a matter of national 
concern and resulted in the passing by the Dominion Par- 
liament of the Prairie Farm Rehabilitation Act in April, 
1935. A vote of $750,000 was also passed, to be spent 
during the fiscal year 1935-36 by the Prairie Farm Re- 
habilitation Advisory Committee. This Act also provides 
that $1,000,000 shall be voted each year until 1940, and 
administered by the Committee. The membership of the 
Committee is made up of representatives of grain growers, 
live stock farmers, mortgage companies, the Canadian 
National and the Canadian Pacific Railways, the Provincial 
Governments of the three Prairie Provinces, and the 
Dominion Department of Agriculture. The duties of the 
Committee are to consider, and advise the Dominion 
Minister of Agriculture on the best methods to be adopted 
for the rehabilitation of the drought and soil-drifting areas 
mm the Prairie Provinces and to develop and promote, 
within those areas, systems of farm practice, tree culture 
and water supply that will afford greater economic security 
to the farmers. Incidentally, the members of the Com- 
mittee serve without any payment. 

The Committee began its work in May, and has made 
commendable progress since then. The plans call for a 
number of stages in the work. One of these is the estab- 
lishment of 50 District Experimental Sub-stations on farms 
of 640 acres, each in’ one phase. On these farms, or 
Stations, the methods which are considered most effective 
to combat drought and soil-drifting are being demonstrated 


under the direction of officials of the Dominion Govern- 
ment Experimental Farms. Other stages include the re- 
claiming of areas where soil-drifting has been exceptionally 
severe; the inauguration of large-scale co-operative efforts, 
by which farmers will undertake strip-farming; ool once 
ing of trees for shelter-belts around ouses, buildings 
and paddock; water development; and grass development. 
It is now generally recognised that had such work been 
undertaken 20 years ago, agriculture in Western Canada 
would be in a vastly better position than that in which it 
finds itself to-day, after three successive years of drought. 
Moreover, the industrial concerns of Eastern Canada, 
which depend very largely for their existence on the buying 
power of the Western farmers, would not have been as 
hard hit as they have been in recent years. In general, 
Canadians have now, as a result of the sharp decline in 
agricultural incomes—notably from 1931 to 1934—realised 
how closely the whole economic fabric of the country is 
linked with agriculture. 

All the facilities of the Dominion my ge or Farms 
have been placed at the disposal of the Committee for the 
promotion of the work of farm rehabilitation in the 
drought-stricken areas of the Prairie Provinces. 

FARM LEGISLATION 

In the past two years the Canadian farmer seems to have 
provoked unusual interest and concern among the country’s 
legislators. As a result, several measures designed for his 
benefit have been enacted, among which the following are 
the most important : — 

The Canadian Farm Loan Act of 1927 was substantially 
amended by the Dominion Parliament during the 1935 
session. This Act now enables a farmer to borrow from the 
Canadian Farm Loan Board—a Government body—any 
amount up to $5,000 on a first mortgage, and $1,000 on a 
second mortgage, at a rate of 5 per cent. in each case. 

The Canadian Wheat Board Act, which was passed in the 
closing days of the 1935 session of the Dominion Parlia- 
ment, provides for a Board of three members, to whom is 
given authority for marketing Canadian wheat and other 
grains. Its provisions and working are described in the 
article on ‘‘ The Grain Trade ’’ on page 21. 

The constitutionality of two other Acts—the Farmers’ 
Creditors’ Arrangement Act and the Natural Products Mar- 
keting Act, both passed in 1934 and operating since their 
enactment—has, since the change of Government as a result 
of the General Election on October 14, 1935, been chal- 
lenged. The Supreme Court of Canada has been asked to 
decide the question at issue. The question is: Are these 
Acts, or any of their provisions, ultra vires the Parliament 
of Canada under Sections 91 and 92 of the British North 
America Act? The hearings before the Court are due to 
begin on January 15, 1936; but it will be several weeks 
after the conclusion, of the hearings before the decision of 
the Court will be handed down. Meanwhile the Acts 
continue in force. 

The Farmers’ Creditors’ Arrangement Act provides in- 
aaa procedure and machinery whereby the farmer 
debtor, unable to meet his liabilities as they become due, 
may bring before his creditors proposals for a credit 
arrangement without being required to assign into bank- 
ruptcy. 

The Natural Products Marketing Act of 1934, designed 
primarily to benefit agriculture, is administered by the 
Dominion Marketing Board, which to function in 
August of 1934. Since that date 22 schemes have been 
officially approved, of which five refer to Canada as a 
whole, ten concern British Columbia, four Ontario, and 
one each Nova Scotia and New Brunswick. One scheme 
includes within its scope the Maritime Provinces, aprebec 
and Ontario. Five schemes regulate the marketing of vege- 
tables; while of the six schemes concerning fruit, one refers 
to exports, three are domestic in scope, and two are pro- 
cessing schemes. The “‘ flue-cured’’ and ‘“ burley ’’ 
tobacco growers of Southern Ontario each have a scheme; 
and three other schemes apply to fish. Four schemes regu- 
late the marketing of dairy products; livestock is included 

in a sheep-breeders’ scheme; and the lumber industry is 
ted by one for the marketing of red cedar shingles. - 

All these Acts are only the most important of those 
recently passed in the interests.of agriculture. They should 
pion y convince the farmer in Canada that he, at least, 
is not the ‘‘ forgotten man ’’. 
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IV.—MINING 
MINING IN CANADA 


By DR. CHARLES CAMSELL, Dgputy MinisTER, DEPARTMENT OF MINES, OTTAWA 


Tue national and international importance of Canada’s 
mining industry can scarcely be over-emphasised. Since the 
depression of 1930, mining has made more headway than 
any other phase of primary Canadian development. It 
enabled the Dominion, in 1934, to achieve a rate of re- 
covery exceeded only by Germany and Sweden. It has 
effected a change in the character of Canadian trade. Ex- 
ports of mineral products have so largely increased as to 
provide payment for more than 4o per cent. of the mer- 
chandise imported into Canada for domestic consumption. 
Whereas exports of wheat fell in value from $302 millions 
in 1929 to $150 millions in 1934, exports of non-ferrous 
metals (including the precious metals, but excluding metal 
manufactures) rose in value from $187 millions to $198 
millions. Thus, in 1934, exports of non-ferrous metals ex- 
ceeded those of wheat, in value, by $48 millions. Indeed, 
if the products of Canadian mines had been unavailable to 
fill the breach in the export trade occasioned by the decline 
in sales of wheat, the international financial position of the 
Dominion might have been jeopardised, unemployment 
greatly increased, and industry retarded. 

Canada, indeed, should no longer be regarded merely as 
a land of farms, forests, fish, and fur. At an earlier period 
land settlement naturally appeared to offer so wide a scope 
for extending Canada’s development that less attention was 
given to the resources of areas where agriculture could not 
be successfully pursued. Subsequently, when pulp and 
paper enterprise commanded attention and eventually pene- 
trated the northerly areas, capital was once again too pre- 
occupied to stimulate the systematic search for wealth below 
the surface. Under time’s mellowing influence, however, 
Canada and her people have realised that only through 


mining can much of the north country be expected to contri- 
bute its due share to the Dominion’s economic growth and 
to provide profitable markets for the farm arid 
products of the south. The development of this idea— 
not only by Government, but by financial, transportation, 
manufacturing, power, and other interests whose business 
compels them to seek avenues to the Dominion’s riches—is 
due both the remarkable progress of the mining industry 
and the truer realisation by Canadians of the high potential 
value of lands which for long were deemed worthless. 

The high price of gold, which has trebled the number of 
active gold mills in the last three years, has done much to 
make mining more widespread even than agriculture in 
Canada. Its range extends from the Atlantic to the Pacific; 
to the gold, silver and lead of the Yukon; and to radium- 
and silver-bearing districts in the North-West Territories, 
which are 1,400 miles, by water, from the nearest railhead. 
In such districts as these, aviation has come to the aid of 
the explorer and prospector. It has speeded the search for 
minerals in areas, difficult of access by ordinary means, 
which might otherwise have been neglected for another 
decade. 

Even in 1920, monoplanes equipped with skis were used 
to bring officials from Edmonton to a ‘‘ discovery ’’ well 
which to-day is supplying oil and gasoline to an adjacent 
mining camp on the fringe of the Arctic. In 1924, the first 
air route for the regular conveyance of passengers, mail and 
freight was established, to serve a new copper-gold field 
at Rouyn, in North-Western Quebec. Here, to-day, is the 
Noranda mine and metallurgical plant, which in 1934 pro- 
duced 35,000 tons of copper, $8,500,000 in gold and 
$260,000 in silver. Subsequently, the use of the aeroplane 





ONTARIO’S GOLD MINES 


The position of Canada as a gold producer is largely due to the Province of Ontario. 
2,105,339 fine ounces or 71 per cent. of the Canadian gold output. This outstanding record has been attained by a steady 
growth since 1910, when gold was discovered at Porcupine. 
Matachewan, Little Long Lac, Pickle Crow, and other areas scattered throughout Northern Ontario have come into 


production. 


The new price of the metal has been an important factor in the situation. 
Although ounces recovered since 1932 have declined slightly, 
tonnage milled has increased and many new mines treating lower grade ore have been brought into production. 

The production of new gold proved to be Canada’s salvation in maintaining her credit during the economic depression 
It is a commodity that requires no sales organization, and is always 
marketable. Government geological parties, both Provincial and Federal, during the field season of 1935 are mapping 
the pre-Cambrian of Northern Canada, including Ontario, with greater intensity than ever before. Promising areas for 
prospecting are being explored and delimited, a work which has been in progress for several t. 
the Province of Ontario achieved a new record in metal production. Figures of output and 


could not be worked are now being operated at a profit. 


following the financial crash of 1929. 


n the year 1934 
dividends follow :— 
Metal 


Nickel, Copper and Platinum Metals 
All Metals .. Fe 


In 1934 Ontario contributed 
Subsequently Kirkland Lake, Michipicoten, Red Lake, 


Many gold deposits which previously 





years pas 
ees Value non 
72,808,688 26,841 ,466 
53,100,894 10,126,014 
129,273,033 37,227,480 


A chief executive of a prominent United States bond and investment house recently stated :—‘* I am agreeably 
surprised at the prosperity in Canada, and feel it is due to the immense wealth coming from the mining areas throughout 
the et ee would be well advised to invest in honest Canadian mining endeavours.” 

The ncial Government welcomes and invites British investors to share in the development and rewards 


of gold mining in Canada’s leading mineral Province. 


and maps, statistics of production and 
may be at Canada House, Trafalgar Square 


; The Department (formerly Bureau) of Mines has been 
established since 1891 “to aid in developing the Mineral Resources of On cl eg sal watt 0s 


tario.” Annual geological reports 


other pertinent information is distributed gratis. General information 
For specific data covering any desired field, write to the 


ONTARIO DEPARTMENT OF MINES 
Parliament Buildings, Toronto, Canada 
Hon. Paut Lepuc, Minister 








T. F. Surner.anp, Deputy Minister 
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has been widely extended. It is now common practice, in 
developing mineral discoveries in areas far removed from 
the railway, to transport by air both drilling equipment and 
machinery of all kinds, including Diesel engines and small 
gold-milling plants. To the variety of freight handled there 
appears to be no immediate limit. Even a team of oxen 
was recently transported by aeroplane to the Chibougamau 
mining camp of Quebec. The mapping of many hundred 
square miles of northern territory by aerial survey has 
equipped prospectors with information which formerly 
would have taken many years to secure. Though the canoe 
has not entirely disappeared, the paddle is gradually giving 
place to the outboard motor, and the outboard motor, in 
turn, to the aeroplane. The indispensability of improved 
water routes for the carriage of heavy machinery and 
supplies is unquestioned, but the air is now the usual 
medium for the transport of passengers, mail, fresh meat, 
vegetables, emergency requirements, and bullion. 


CANADA’S METALLURGICAL RESOURCES 


At present, Canada accounts for about 15 per cent. of the 
total value of the mineral production of the British Empire. 
She is surpassed only by the United Kingdom and the Union 
of South Africa, which contribute 47 per cent. and 17 per 
cent. of the total, respectively. The most striking charac- 
teristics of Canada’s contribution are, first, its varied nature 
and, secondly, the substantial share of the whole which is 
available for export. Canada is by no means self-sufficient 
in minerals, for she is a net importer of coal, petroleum and 
iron ore. The absence of known large deposits of high- 
grade iron ore and the cheapness with which supplies can be 
imported from Newfoundland and the United States tend 
to divert attention from the domestic ores, some of which 
have undoubted potential value. The output of petroleum 
does not meet more than 4 per cent. of the needs of the 
Dominion. The absence of bituminous coal in Central 
Canada and the deficiency of anthracite render heavy im- 
ports inevitable. Nevertheless, very large deposits exist in 
Eastern and Western Canada, which have been estimated 
to contain 17 per cent. of the world’s known coal resources. 
In 1934, a Canadian output of coal valued at $42 millions 
was supplemented by imports valued at $35 millions, of 
which the United Kingdom’s share was $8,500,000. Im- 
ports of petroleum and its products (including asphalt) 
amounted to $41 millions, and imports of iron ore to 
$1,800,000. 

Other materials of which Dominion production is negli- 
gible include antimony, manganese, aluminium ore 
(bauxite), mercury, tin, nitrates, and elemental sulphur. 
Aluminium, however, is obtained on a large scale at Arvida, 
in Quebec, from imported alumina and bauxite. Exports of 
this metal amounted to $7,200,000 in 1934. The manufac- 
ture of elemental sulphur, from the flue gases at the metal- 
lurgical plants at Traill, in British Columbia, is expected 
shortly to be under way. The strength of Canada’s mineral 
industry lies chiefly in the quantities of nickel, copper, zinc, 
lead, gold, silver, and platinoid metals available for export, 
as well as the exportable surpluses of such products as 
asbestos, cobalt, felspar, gypsum, aluminium, talc, mica, 
pyrites, radium, uranium, bismuth, and cadmium. 
Selenium, tellurium, and chromium have recently been 
added to this list. 

In 1934, the total mineral production of Canada was 
valued at $278 millions, an increase of 25 per cent. over 
1933, and only $33 millions below the record figures of 
1929. Although gains were general in all groups, the most 
striking improvement occurred among the metals. New 
high records of production, in quantity or value, were estab- 
lished for gold, nickel, lead, copper, zinc, and the members 
of the platinum family. The 14 leading contributors (ex- 
clusive of clay products and other structural materials), 
arranged in order of value, were :— 





$ $ 
hits siiodsscsigs itil 102,536,553 | Silver ................ 7,790,840 
anaes 42,045,945 | Platinum metals... 6,190,045 
i cilitecseitanemacs 32,139,425 | Asbestos ............ 4,936,327 
Copper.............4. 26,671,438 | Petroleum .......... 3,449,162 
neem 9,087,571 | Salt ........c..sesseeee 1,954,953 
Natural gas......... 8,759,652 | Gypsum.............. 863,776 
Leadeicsscecsssseeeee 8,436 Cobalt.......::+0+000 592,447 


29 
the first half of 1935 show further 
5 per 


Dittatliia oad 
progress, the total value of the output bei cent. 
greater than in the corresponding period of 1934. The 
figures for gold by value and for copper, zinc, nickel 


by weight were the highest recorded in the first half of any 
year in Canada’s history. The expansion of metal mining 
has recently been so rapid that metals now account for 70 
per cent. of the value of Canada’s entire mineral output. 
Among the world’s mineral-producing countries, the 
Dominion ranks first in nickel, second in zinc, third in 
silver and copper, and fourth in gold and lead. 

Despite its recent growth the output of copper, zinc, 
lead, nickel, and aluminium is capable of further exten- 
sion. Metallurgical plant exists with sufficient capacity to 
produce annually in refined form some 600,000 tons of 
these metals in the aggregate, as well as large amounts in 
less finished form. Output, however, is governed almost 
entirely by foreign demand. Domestic consumption, as 
a rule, is relatively quite small; only half of 1 per cent. of 
the output of nickel, for instance, is utilised at home. 

During the last few years, Canada has considerably in- 
creased her share of total British imports of metal. In 
1934 she supplied 30 per cent. of Britain’s total imports 
of refined copper, against only 3.4 per cent. in 1932 and 
none whatever in 1929 and 1930. In the case of lead, 
Canada’s share was nearly 25 per cent. in 1934, against 
13 per cent. in 1931, and in that of zinc 58 per cent., 
against 44 per cent. The magnitude of the British market 
is a matter of prime importance to Canadian producers. 
In 1934, for example, Great Britain purchased from the 
Dominion as much as 86,000 tons of pig lead, 92,000 tons 
of refined copper, and 86,000 tons of zinc. Practically all 
the nickel consumed in the United Kingdom is derived 
from Canadian ore. Between 1932 and 1934 British im- 
ports of Canadian nickel rose on the average by $8,800,000 
a year, and their total value in 1935 is estimated to be 
four times as great as in 1929. 

The Dominion’s resources of non-metallic minerals are 
also varied and widely distributed. The most important 
(apart from clay products and structural materials) are 
coal, natural gas, asbestos, petroleum, salt, gypsum, 
sodium sulphate (natural), pyrites, quartz, and felspar. 
These products, however, with the notable exception of 
asbestos, are produced in the main for the home market. 
Canada, in addition, has valuable reserves of certain of 
the less common non-metallic minerals, such as volcanic 
ash, actinolite, corundum, and ball clay. Their exploita- 
tion, however, presents difficult problems, in view of the 
limitations of the domestic market. 

Up to about ten years ago, coal was the leading product 
of Canadian mines, and non-metallic minerals accounted 
in the aggregate for about two-thirds of the entire output- 
value of the mineral industry. To-day the proportion is 
less than one-third, as a result mainly of the expansion of 
the gold-mining industry and the tardy recovery of the 
construction trade. 


CANADA’S FUTURE AS MINERAL PRODUCER 


Any appraisal of Canada’s future possibilities as a source 
of minerals demands consideration of the great natural 
regions—the Canadian Shield and the Canadian Cordillera 
—from which the bulk of the mineral wealth is derived. 
The Precambrian area, as the Canadian Shield is usually 
described, includes about 95 per cent. of Quebec, 80 
cent. of Ontario, three-quarters of Manitoba, half of Sas- 
katchewan, a small portion of Alberta, and a vast share of 
the North-West Territories. In all, it covers half the area 
of the Dominion. This great plateau-like region has 
already yielded one thousand million dollars in gold and 
silver. Of Canada’s present production it provides 88 per 
cent. of the gold, 43 per cent. of the silver, all the nickel, 
platinum metals, cobalt, radium, uranium, selenium, 
arsenic, tellurium, and titanium ore and most of the 
copper. In a relatively small area of a few thousand 
square miles in northern Ontario are concentrated the rich 
nickel-copper mines of RIOR 8 which supply 90 per 
cent. of the world’s nickel. In same area are the gold 
camps of Porcupine and Kirkland Lake, which have been 
in operation twenty years or more, but are still the leading 
gold producers of the Dominion and continue to discover 
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BOBJO MINES 


(No Personal Liability) LIMITED 


O 


PRESIDENT VICE PRESIDENT 
R. J. JOWSEY THOMAS H. REA 


MANAGING DIRECTOR 
L. K. FLETCHER 


SECRETARY AND TREASURER 
MAURICE CRABTREE, K.C. 


DIRECTORS 
EDGAR H. SACKETT WILLIAM H. KINCH C. S. McKEE 


: TRANSFER AGENTS AND REGISTRARS 
THE TRUSTS AND GUARANTEE CO. LTD., 302 BAY STREET, TORONTO 


AUDITORS 
ROBERTSON, ROBINSON, McCANNELL AND DICK, TORONTO 
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HEAD OFFICE: 302 BAY STREET, TORONTO, CANADA 














JOWSEY ISLAND 
GOLD MINES 


(No Personal Liability) LIMITED 


CAPITAL - - 3,000,000 SHARES 
(No Par Value) 


The Company owns 60 mineral claims com- 
prising approximately 2,600 acres, purchased 
from God’s Lake Gold Mines, Limited, in 
exchange for 1,200,000 shares of its capital 
stock. 


OFFICERS AND DIRECTORS 
R. J. Jowsgy, President. 

W. E. SeGswortn, Vice-President. 
H. R. DRuMMOND-Hay, Sec.-Treasurer. 
B, F. Towns.ey, Director. 

H. C. McCrosxey, Director. 


SOLICITORS 
Messrs PITBLADO, Hoskin & ComMPANy, 
Winnipeg, Manitoba. 
Registrars and Transfer Agents 
THe ToRONTO GENERAL Trusts Corp., 
Winnipeg, Toronto. 


HEAD OFFICE : 


L 395 MAIN STREET, WINNIPEG 








KNEE LAKE 


GOLD MINES LIMITED 
(No Personal Liability) 
Incorporated under the Laws of the Province of Manitoba 


Authorized Capital : 
3,000,000 Shares (No Par Value) 


PROPERTY 
A group of mineral claims in the God’s Lake 
Mining District, God’s Lake, Manitoba. Shaft 
sunk to 325 ft. Levels established at 175 and 
300 ft. Underground work proceeding. 


OFFICERS 
R. J. Jowsey, Toronto, President. 
J. M. WaANLEss, The Pas, Manitoba, Vice-President. 
C. C. HEuBacH, Winnipeg, Manitoba, Sec.-Treasurer 


DIRECTORS 
R. J. Jowssy, Toronto. J. M. WANLEsS, The Pas, 
Manitoba. MAURICE CRABTREE, Toronto. CLARENCE 
S. McKgg, Toronto. Eric M. McCUuLLAGH, 
Winnipeg. 
SOLICITORS 
PITBLADO, HOSKIN, GRUNDY, BENNEST 
& DRUMMOND-Hay, 
900 Hamilton Building, Winnipeg, Manitoba. 
AUDITORS 
MILLAR, MacDoNaLp & COMPANY, 
508 Hamilton Building, Winnipeg, Manitoba. 
HEAD OFFICE : 
41 Hamilton Building, 395 Main Street, 


WINNIPEG, MANITOBA 
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new ore bodies from time to time. In Quebec, not far” 


away, are the copper-gold and gold ores of a district which 
the Noranda mine sei — . —_ In Manitoba and 
Saskatchewan are the gold- and silver-bearing copper-zinc 
ores of the Flin Flon area, and at various places in On- 
tario, Quebec and Manitoba are gold properties which only 
recently reached production, or are in the development 
stage. In addition, the Canadian Shield includes occur- 
rences of apatite, corundum, felspar, graphite, magnesite, 
mica, chromite, molybdenite, fluorspar, and tale. Iron 
ores are found in several areas and were formerly produced 
in considerable quantities in the Lake Superior region. 
The second region—the Cordillera—is part of the highly 
mineralised western mountain area of the American con- 
tinent. It includes British Columbia, the Yukon, and 
strips of Alberta and the North-West Territories. It is the 
source of 78 per cent. of the zinc now being produced 
in the Dominion, 99 per cent. of the lead, and 54 per cent. 
of the silver. It includes the Britannia and Premier mines, 
the silver-lead deposits and gold placers of the Yukon, and 
the new gold mines of the Bridge River and other districts 
of British Columbia. Most important of all, it comprises 
the great Sullivan mine, with its adjacent metallurgical 
lant, which produces enormous quantities of electrolytic 
lead and zinc, together with silver, gold, bismuth, cad- 
mium, sulphuric acid, and nitrogenous and phosphatic 
fertilisers. The chief non-metallic minerals are coal, of 
which supplies are extensive, gypsum, diatomite, fluor- 
spar, magnesium sulphate, clays, and structural materials. 
Between the Cordilleran and Precambrian areas lies the 
Great Plains region. This, though primarily agricultural, 
is also important in a mineral sense on account of its large 
reserves of coal and bituminous sands and its petroleum, 
natural gas, coal, sodium sulphate, salt, high-grade clays, 
and stone. The only metalliferous deposits of this region, 
however, are galena and sphalerite in Devonian _ lime- 
stones, at certain points south of Great Slave Lake in 


Alberta. A feature of the Turner Valley’ oil-ficld” of 
a the fact that most of its output is high-grade 
na ‘ 

that. part of eastern Canada lying outside the Cana- 
dian Shield are the physiographic divisions known as the 
St. Lawrence Lowland and the A hian regions. The 
former, which is 35,000 square miles in extent, is mainly 
an agricultural country and contains the larger part of 
the population of the Dominion. Its chief mineral re- 
sources are natural gas, salt, petroleum, gypsum and 
structural materials. On the whole, however, the un- 
disturbed character of the rocks has not been favourable 
for the development of deposits of metallic minerals. 

The Appalachian region covers the Maritime Provinces 
and most of Quebec lying south of the St. Lawrence. 
Here coal, asbestos, and gypsum all exist in large quai 
tity. Coal has been mined for over 200 years from the 
only known de on the Atlantic seaboard of North 
America. Half of both the gypsum and coal now pro 
duced in the Dominion comes from the Appala 
region, as well as the greater part of the world’s supply 
of asbestos. Other minerals from this region contribute 
to the Canadian output, including natural gas, salt, gold, 
copper, petroleum, chromite, diatomite, and structural 
materials. There are also occurrences of iron, oil shales, 
lead, zinc, manganese, arsenic, and antimony. 

Altogether, in view of the diversity of the mineral 
wealth already revealed in these geological divisions, and 
of the extensive areas of favourable rock structure whose 
contents have still to be won, Canada may well view the 
future of her mining industry with equanimity. In the 
present ‘‘ alloy age ’’ the base metals vital to industrial 
power in peace or war are steadily gaining in importance. 
Canada is thus assured of expanding markets, for the 
erratic distribution of the world’s mineral resources must 
in the long run overcome all national policies of so-called 
self-sufficiency. 





MINING PROSPECTS 


GOLD MINING 
THERE has been a tremendous spurt in the development 
of gold mining in Canada during the past three or four 
years. The growth of this industry has been due primarily 
to the increase in the sterling and dollar prices of gold. 
But it is also due to the discovery and entry into produc- 
tion of new mines, and to improvements in mining methods. 
Many official measures during the past few years have 
had important effects on gold prices and on the regulation 
of the disposal of Canada’s output. The principal of 
these have been: the departure of Great Britain from the 
Gold Standard in September, 1931; the direct control and 
licensing of Canadian gold exports by the Dominion 


Government; the purchase by that Government of all new’ 


gold produced in Canada, with payments to the mines of 
“ equalisation exchange ’’; the departure of the United 
States from the Gold Standard in April, 1933; and the 
announcement made by President Roosevelt in January, 
1934, that the United States Treasury would purchase 
gold from any direction at a price not less than $35.00 
an ounce. 

In consequence of these events, the average monthly 
price received for an ounce of gold, in Canadian dollars, 
Tose from $20.67 in 1930 to $34.50 in 1934, and to approxi- 
mately $35.00 in 1935. The effects of price increases in 
the income derived from gold mining can be seen from the 
table below. This shows, for the years 1932-35 the quanti- 
fies and values produced at the standard price of $20.67 
“d fine ounce, and the estimate made by the Dominion 
Sureau of Statistics of the additional value accruing from 

“ exchange equalisation ’’:— 
PropuctTion oF GoLp IN CANADA 


uses 





1932 ress | sso | 108s 


——— 




















Total in fine ounces (000's) cecccevececeee | 3,044.1 2,940 | 2,969 | 3,290 
alue at standard price ($’000’s).......... 62,933 | 60,967 | 61,388 | 68,200 
Estimated “ ex equalisation " on gold 
Produced ($'000's).......csesscesecnes | 8,546 | 23,982 | 41,065 | 47,508 
Total value in Canadian $ (9'000's).... | 71,479 | 84,950 | 102,459 | 115,798 








The amount of gold produced in the past five years has 
been much above that produced in any similar period 
since 1905. The annual average production for the five 
years 193I-35 amounted to 2,990,000 fine ounces, com- 
pared with an average of 1,905,000 for the period 1926-30 
—an increase of 62 per cent. But, as the above table 
indicates, a much more than proportionate increase in 
income derived from gold mining has been due to the rise 
in gold prices. 

Since the greater part of the new gold produced is 
exported, the favourable effects on Canada’s foreign trade 
and balance of payments have been equally marked. In 
1934, exports of gold formed a credit item of $94 millions 
in the balance of international payments. It has been 
estimated by the Dominion Bureau of Statistics that this 
figure is equal to 41 per cent. of the net interest and divi- 
dend payments due to foreign holders of all Canadian 
securities, and is $19 millions in excess of the Dominion’s 
requirements to meet its capital payments on maturing 
bonds. : 

In recent prospecting developments, the geological field 
programme initiated and carried out by the Dominion 
Government in the 1935 season has played an important 
part. Under this scheme $1 million was set aside to enable 
180 parties, comprising 830 men, to speed up the geological 
mapping and prospecting of mineral-bearing areas. They 
concentrated mainly on those areas believed to contain 
gold deposits. The search for new gold-bearing mines has 
resulted in a very striking increase in the number of gold 
mines in production. Since the end of 1931 the number 
of gold-milling plants has risen from 32 to 155, and their 
daily operating capacity from 16,000 tons to 29,000 tons. 
These es do not include the base metal enterprises, 
four of which—Noranda, International Nickel, Hudson 
Bay Mining and Smelting, and Britannia Mining and 
Smelting—produced gold as by-products to the value of 
$15 millions in 1934. In addition, twenty new gold-milling 
plants are under construction, and plans are in hand for 
a number of others. 
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SKETCH MAP 
APPROXIMATE LOCATION OF PROPERTIES 


GODS LAKE GOLD MINES LIMITED Bmizt 









































God’s Lake Gold Mines, Limited 


(No Personal Liability) 
Incorporated under the laws of the Province of Manitoba 


CAPITAL: 3,500,000 Shares of No Par Value 


PROPERTIES 


The Company’s properties comprise 96 claims, approximately 4,100 acres in the God’s Lake 
district of Northern Manitoba. Production started recently with a mill of 150 tons initial daily 
capacity, designed to be increased at slight cost when warranted by development. Active development 
has been concentrated on the Akers group of claims and exploration on the two upper levels has 
exposed ore lengths of 844 feet and 923 feet respectively, with an average grade of - 43 oz. or $14°62 
per ton, which is sufficient tonnage to keep the mill running continuously for better than two years. 
Shaft has been sunk to 600 feet and work is continuing on the third and fourth levels. 

The Company owns outright a Hydro-Electric power plant at Kanuchuan Rapids on Island 
Lake River in the same district. One unit generating 2,000 h.p. is at present in operation and is 
supplying power to God’s Lake Gold Mines. The development provides for an increase up to 
6,000 h.p. as the mine requirements increase and to supply other potential developments in the 
same area. 

The Company owns a 40 per cent. interest in Jowsey Island Gold Mines, Limited, which was 
incorporated to develop the western section of God’s Lake Gold Mines’ extensive holdings. 


OFFICERS AND DIRECTORS 
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It is noteworthy that many small producers have been 
important in bringing new mines into operation. Thus in 
1929, when the total gold output was valued at $40 
millions, the fifteen leading mines produced 93 per cent. 
of the total, whereas in 1934, when the total had increased 
to $102 millions, these same mines accounted for only 
8o per cent. of the total. The recommencement of opera- 
tions on the older properties, which had not been profitable 
under the former (standard) price of gold, has also been 
a factor in the recent increase in output, particularly in 
British Columbia. 


PROSPECTS FOR OTHER MINES 


Apart from gold, the mining and treatment of base 
metals accounts for the most important group of Canadian 
mineral exports. The table below shows changes in the 
Canadian output of copper, nickel, zinc and lead for the 
years 1929-35 :— 

PRODUCTION OF COPPER, NICKEL, ZINC AND LEAD FROM 
CANADIAN ORES 
(In millions) 








Year Copper Nickel Zinc Lead 
Lbs. $ Lbs. $ Lbs. $ Lbs, $ 
1929 ...... 248 43:4 110 27-1 197 10°6 326 16°5 
1990 ...... 303 37-9 104 24-4 267 9-6 332 131 
1931 ...... 292 24:1 66 15-2 237 6-0 267 7-2 
1982 ...... 247 15-2 30 7-1 172 4:1 255 5-4 
1933 ...... 21°6 83 20:1 198 6-3 264 6:3 
1934 ...... 364 26-6 128 32-1 298 9-0 346 8-4 
10385 ...... 418 32-3 139 35-4 316 9-8 337 10:6 





























The economic depression was accompanied by an 
accumulation of stocks of metals and a severe fall in base 
metal prices. Both the volume and value of metal output 
in Canada declined during the three years following the 
high levels reached in 1929 and 1930. But by 1934, re- 
covery was already under way. In 1935, both the stock 
position and market values showed a decided improvement 
over 1934; and the exploration and development work, 
which had been an important feature of mining activity 
in 1934, bore fruit in so great an increase of output that 
a record volume of production for Canada was achieved 
in copper, nickel and zinc. 


The prospects of industries mining base 
than they have been for many 
years past. Industrial demand for these metals is in- 
creasing; and, in the case of nickel, the continual discovery 
of new uses for the metal has served to extend the market 
considerably. The estimated world c tion of nickel 
for the first ten months of 1935, at 133 million lbs., was 
higher than the previous of 112.5 million Ibs. for the 
same period in 1929. da, which supplies annually 
about 90 per cent. of world nickel requirements, is in a 
position easily to meet an increasing demand for nickel. 


The main source of the Dominion’s nickel output is 
found in the nickel-copper ores of the Sudbury district in 
the Province of Ontario, where the costs of treatment of 
both metals are among the lowest in the world. Two com- 
panies, Falconbridge Nickel Mines, Ltd., and the Inter- 
national Nickel Company, operate mines and metallurgical 
plant in this area, the latter being by far the larger pro- 
ducer. Since 1931, International Nickel have been en- 
gaged upon a programme of plant expansion. 

Some idea of the benefits to other industries which are 
derived from the mining industry’s development can be 
gained from an interesting estimate recently made by the 
Dominion Bureau of Statistics. The estimate is of the 
direct purchases of supplies and equipment by the mining 
industry in 1934. The total figure given is $76 millions, of 
which metal-mining and non-ferrous metal-smelting-and- 
refining companies accounted for 80 per cent. The gold- 
mining industry alone accounted for 39} per cent. The most 
important commodities or services purchased by the mines 
were: electric power, $9 millions; coal, oil and other fuel, 
$8.6 millions; $5.3 millions for explosives; $4.1 millions for 
lumber; and $2.3 millions for flotation reagents, cyanide, 
and other chemicals. These estimates do not, of course, 
include the amounts paid in wages and dividends. Salaries 
and wages to direct labour in the mining industries repre- 
sent annually about $95 millions; and dividend payments 
by the firms engaged in these industries reached a record 
in 1934, amounting to $52.7 millions. This total is equal 
to approximately 19 per cent. of the mineral production for 


the year. Dividend payments for the year 1935 should 


even exceed this amount. 





V.—CANADIAN INDUSTRIES 
THE PULP AND PAPER INDUSTRY OF CANADA 


For many years the pulp and paper industry has been one 
of the most important buttresses of Canada’s national 
economy, and one of the largest contributors to her export 
trade. It dates back to 1803, when certain enterprising 
Americans established a paper-mill at St. Andrews in Quebec. 
It, and other early paper-mills, used rags, straw, cotton waste, 
esparto grass, and other substances for their raw materials; 
and it was not until 1866 that Alexander Buntin installed 
at Valleyfield, Quebec, the first wood-grinder in North 
America and began the manufacture of wood-pulp by 
mechanical processes. During the decade which followed, 
there was an extensive development of the use of wood-pulp 
in papermaking; and by the beginning of this century the 
value of the output of the Canadian pulp and paper industry 
had exceeded $8,000,000. Other technical developments 
followed, and in 1907 the Brompton Pulp and Paper Co. 
built at East Angus, in Quebec, the first mill in America to 


manufacture chemical pulp by the sulphate, or craft, 
Process, 


The existence in Canada of abundant water power, 
adjacent to extensive forest resources for pulpwood, offered 
ideal conditions for the development of the pulp and paper 
industry. Its expansion was little short of phenemenal 
during the twenty years up to 1929, when the advent of the 
world-wide depression called a halt to it. In 1933 the 
capital invested in the Canadian pulp and paper industry 
amounted to $559,265,544. It provided employment for 


24,037 people, whose annual salaries and wages reached a 
total of $26,591,049. If imports of pulp and paper pro- 
ducts into Canada are deducted, the industry’s net contri- 
bution to Canada’s active balance of trade in 1933 was 
nearly $95 millions. 


The industry includes three forms of industrial coe yore F 
the cutting of pulpwood in forests; the manufacture of pulp; 
and the manufacture of paper. But the three stages cannot 
be treated as entirely distinct, nor can they be separated 
from certain stages of the lumber industry. Some of the 
large pulp and paper companies operate sawmills to utilise 
the heavier timber on their districts to the best advantage; 
and many lumber manufacturers divert a substantial pro- 
portion of their spruce and balsam logs to pulp mills. The 
industry, which exports a large proportion of its production, 
has never needed tariff protection; but it enjoys the benefit 
of legislation which ordains, in every Province, that pul 

wood cut on Crown lands must be manufactured into pulp 
in Canadian mills, unless a special permit is secured to 
export it. One result of this legislation is that, whereas in 
1908 almost two-thirds of the pulpwood cut in Canada was 
exported in unmanufactured form, in 1933 the proportion 
thus exported had shrunk to one-fifth; and practically all 
the pulpwood exported had been cut on private lands. At 
the end of 1933, there were in Canada 70 } howe 
plants; and 42 of these were also engaged in manufac- 
ture of paper. ; 
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GOLD MINING COMPANY LIMITED 
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SAND RIVER GOLD MINING COMPANY LIMITED 
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GOLD MINING Co.LTO 
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PROPERTIES 


The Company is developing a group of 
22 claims in the Sturgeon River Area, Ontario 


DEVELOPMENTS 


Diamond drilling during the past summer has disclosed two ore bodies, two and one-half 
miles apart on the Discovery and Creek Veins. The Discovery Vein has been traced for 2,100 
feet. In one section of this vein 550 feet long, the mine manager estimates a tonnage of 11,900 
tons above the 250-ft. level of an average grade of -67 oz. or $23-45 per ton. On the Creek Vein 
a length of 400 feet is presently indicated, with an estimated tonnage of 16,000 tons of $7.00 ore 


above the 100-ft. level. 
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The figures for pulp production, to which Quebec and- 
Ontario together contribute about three-quarters of the 
total, are given in the following table : — 











Quebec Ontario Canada 
Year 
Quantity | Value Quantity | Value Quantity Value 
Tons $ Tons $ Tons $ 
1928... 2,018,566 | 67,467,328 | 1,050,335 | 35,708,079 121,184,214 
1929... 2,174,805 | 69,286,498 | 1,255,010 | 39,963,767 | 4,021,229 | 129,033,154 
act 1,833,000 | 58,703,067 | 1,043,559 | 31,463,873 | 3,619,345 | 112,355,872 
1981... 1,513, 41,884,387 | 858,100 | 22,944,933 | 3,167,960 | 84,780,809 
1982 ....++ 1,240,442 | 31,124,954 | 786,405 | 18,735,105 | 2,663,248 | 64,412,453 
eae 1,360,704 }y29,860,706 | 867,417 | 18,644, 2,979,562 | 64,114,074 




















While there was a decline of roughly 20 per cent. in the 
volume of pulp produced between 1928 and 1933, the 
aggregate value of the output, owing to the collapse in 
prices, was almost halved. Of the total output of pulp in 
1933, 608,509 tons, or approximately 20 per cent., was 
exported; practically all of it went to the United States. 
The remaining four-fifths of the pulp produced was con- 
sumed at home, either in the 42 which manufacture 
both pulp and paper, or in the 27 plants which make only 
paper. These 67 establishments in 1933 produced 
2,419,420 tons of paper, together with certain miscellaneous 

| pulp products, amounting to a total value of $97,030,429. 
The table below shows the progress of paper production 


since 1917 :— 

PRODUCTION OF PAPER 

Volume Value 

Year Tons $ 
BDI? % ode dovverd 853,689 58,855,258 
19281 ¢ ge ntaace 1,018,947 106,553,935 
TRG vcecsacesice 1,718,741 133,319,497 
1088  .iiscdcAcés 2,849,199 184,305,405 
1080 .iicwicdekei 3,197,149 192,989,252 
BO sh cinocesess 2,926,787 173,626,383 
BOE adcvvicsdvis 2,611,225 143,957,264 
DIB bisckesciaes 2,290,767 114,115,570 
DEED Secncscesnns 2,419,420 97,030,429 


To-day, newsprint paper accounts for more than 80 per 
cent. of the total paper production of Canada. The follow- 
ing table therefore shows the growth of this branch of the 


paper industry : — 


PRODUCTION OF NEWSPRINT PAPER 


Volume Value 

Year Tons $ 

ROT... disc cciasuds 689,847 38,868,084 
RENEE <casecscnsens 805,114 78,784,598 
SO ksi cdhceiee 1,388,081 100,276,903 
PID cinsbavcenas 2,414,393 144,146,632 
1GRD ...s. ccc 2,725,331 150,800,157 
ee eee 2,497,952 136,181,883 
WE. cvccecapebes 2,227,052 111,419,637 
BO * vdvceetvebes 1,919,205 85,539,852 
Ee Seecckciad.3 2,021,965 66,959,501 
BOIS: bb sestccsbes 2,419,420 dive 


Quebec and Ontario are the leading producers of news- 
print, contributing respectively 1,138,032 and 790,484 tons 
to the total production in 1934. So strongly has Canada 
forged ahead in newsprint production that in 1933 she 
furnished more than one-third of a total world output of 


States. For the five-year period 1928-33, however, the 
average American annual output of n int, estimated 
at 1,156,800 tons, was little more than the Canadian 
average annual output at 2,227,200 tons. 

But while the quantity of newsprint produced in the 
United States has been shrinking, there has been a steady 
increase in the-.American demand for newsprint. So 
American publishers have naturally turned for their 
supplies to the nearest available source. Consequently 
there has been in recent years a remarkable expansion of 
the Dominion’s exports of newsprint to the United States. 
They reached their peak in the fiscal year 1929-30, 
when they amounted to 43,053,808 cwts., valued at 
$126,288,591. They then declined as the result of the 
drastic curtailment in the volume of advertising in Ameri- 
can papers during the depression, and the stoppage of 
numerous American papers. But they have now begun to 
mount again, and the following are the figures for the last 
four fiscal years: — 


NEWSPRINT Exports To U.S.A. 


Volume Value 
Fiscal Year Cwts. 3 
1931-32 ...... 38,855,192 110,783,516 
1932-33 __...... 34,377,933 89,389,666 
1933-34 ...... 28,400,168 64,489,012 
1934-35 __...... 33,246,052 61,180,121 


But despite its huge output, the newsprint industry has 
been involved in continuous difficulties for the last six 
years. The immediate source of these difficulties has been 
the sharp decline in the price of newsprint. The Canadian 
producers in 1935 received about $67 millions for 2,021,965 
tons of newsprint, or $9,000,000 less than they received for 
the 1,081,364 tons produced in 1922. The natural advan- 
tages enjoyed by the industry should have enabled it to 
cope with the price situation. Unfortunately, however, dur- 
ing the boom years before 1930, investment bankers and 
financial operators were allowed to play havoc with the 
fortunes of the industry by recapitalising most of its con- 
stituent companies—in some cases not once but several 
times—on the basis of the high profits which were then 
being earned. As a result a prodigious amount of ‘‘ water "’ 
was injected into the capital structure of most companies; 
so that, when prices fell, revenues were not available to 
meet the debt obligations which had been piled up. The 
consequence has been widespread trouble and vexation for 
the entire industry. Of the nine Canadian newsprint com- 
panies in which there is a general investment interest, only 
two are paying interest on their bonds regularly, and one 
intermittently. The rest are under receivership, with both 
their reorganised and deferred ser ee iling up, or—as 
in the case of the St. Lawrence Paper Mills—with their 
dividends passed. Of this group, the majority have bank 
loans; their working capital is depleted; their pressing obli- 
gations make it impossible to provide reserves for deprecia- 
tion; and their contingent liabilities in certain cases make 
further reorganisation imperative in the near future. The 
following table — a picture of the position of these nine 

















6,421,000 tons. There was a time—not so long ago—when _leading companies: — 
Value per Ton based 
Net Earnings Market Value on Loans 
Annual Market Senior Securi 
News- y= Net Value of Bank ang © Secusiey 
print |; Earnings Senior Loans 
Capacity in 1954 Per Ton | Per Ton| Securities | Per Ton] Per Ton Capacity | Output 
Capacity| Output Capacity} Output 
Tons Tons $ $ $ 8 $ $ $ $ $ 
a ee 590,000 | 240,000 | 1,996,558*| 3-80 8-30 | 16,772,782 | 28-50 | 70 3,600,000 | 40-25 99 
Can. Inter. Paper... | 560,000 | 495,000 | 3,607,793¢} 6-10 7:30 | 17,574,375 | 31-40 | 35-6 524,000 | 32-20 36-60 
Consolidated ...... 600,000 | 295,000 | 2,017,245 | 3-36 6-75 | 10,538,414 17-30 | 35 13,225,044 | 39-60 80-50 
Donnacona ......... 74,100 | 33,000 206,522 | 2-90 6°45 2,831,120 | 38 86 100,000 | 39-60 89 
Great Lakes ......... i 52,000 75,819t -78 1-46 3,775, 39 724 ond 39 72-50 
Lake St. John ...... 80,000 | 68,000 | 405,822] 5-22 | 6-15 | 3,391,920] 42-50] 50 148,481 | 44-25 | 52 
ee en 90,500 | 94,000 652,503 | 7-20 6-95 1,400,605 | 15:5 15 3,658,000 | 56 54 
Price Bros. ......... 315,000 | 215,000 738,487 | 2-35 3-45 9,789,161 31 45-5 2,693,000 | 39-75 58 
St. Lawrence ...... 142,000 | 102,000 | —366,9817§|—2-58§ |—3-60§ | 2,062,712}}[ 14:50 | 20-2 624,246 | 18-90 26-40 






































interest paid by Inter. P. 


. and 
April 30, 1935. § Loss. | Preferred 








* Before depreciation and taxes, but after general expenses; most recent financial statement. 
P. of Newfoundland ; meee Sipesiey GUT Se erence te 
stock—no . 


+t After deducting $1,299,171 
¢ Ten months to 
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MACASSA MINES, LIMITED 


(No Personal Liability) 
Incorporated under the Ontario Companies Act 


Capital Authorised $3,000,000 Capital Issued $2,628,068 


DIRECTORS: 
ROBERT A. aA, President, © THOMAS RIGGS, Vice-Pres.  H.M. PORTEOUS, 
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TRANSFER AGENTS AND REGISTRARS 
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302 Bay Street, Toronto, Ontario. 34 King St. W., Toronto, Ontario. 
AUDITORS : BANKERS : 

J. P. LANGLEY & COMPANY, THE ROYAL BANK OF CANADA, 
Toronto, Ontario. Toronto and Kirkland Lake, Ontario. 





The Company's property consists of eleven mining claims comprising approximately 374 acres, held 
wr a from the Crown, situated in the western section of the Kirkland Lake ore zone, in the township 
tario. 


The property has been developed by a 3-compartment shaft sunk to a depth of 3,000 feet from the surface, 
with lateral workings extending from the shaft eastward at | 300, 2,000, 2,475, 2,675, and 3,000-foot levels, 
with sub-levels between connected by vertical and inclined raises. 


The Mine was ore into production in October, 1933, following completion of the construction of 


a milling and cyanide a rated capacity of 200 tons per day. To October 3/st, 1935, the mill had 
= a tal ris 131356 om om which was obtained bullion (gold and silver) having a gross value of — 


The Directors have not as yet placed the Company on a regular dividend- basis, but interim dividends 
of 5c. per share were paid November Ist, 1934, and March Ist, uly 2nd oh nabs od ate 





HEAD OFFICE : MINE OFFICE : 
85 Richmond St. West, Toronto, Canada Kirkland Lake, Ontario 
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Of the smaller companies, only a few, largely in private 
hands and with no serious debt obligations, have escaped 
a similar fate. 


The desperate necessities of the different companies have 
impelled them to embark upon an internecine price war, 
which has further aggravated their difficulties. Com- 
panies have ruthlessly stolen business from one another by 
price-cutting; and the atmosphere of mutual grievance and 
distrust so created has been inimical to the consummation 
of various schemes, mooted from time to time, for bring- 
ing the producing and selling activities of the industry 
under common control in order to secure better prices from 
consumers. Negotiations with this objective have re- 
peatedly broken down just when they seemed in sight of 
success, because some company or other, dissatisfied with 
the quota offered to it, determined to stay out of the pool 
and cut prices simply to secure orders which it desperately 
needed. 


However, an organisation called the Newsprint Export 
Manufacturers’ Association of Canada now exists, to which 
practically all the leading newsprint producers belong; and 
it has been able to record some success in co-ordinating the 
selling operations of its members. The task of its managers 
has been facilitated because sales are now approaching the 
record level of 1929, and a ‘‘ buyers’ market ’’ is gradually 
being changed into a “‘ sellers’.’’ As a result, the selling 
price for newsprint for 1936 deliveries has been recently 
raised by $r to $41 per ton—the first increase for more 
than a decade. The newsprint industry claims that in the 
last two years the cost of producing newsprint has risen 
$3 per ton owing to higher costs of labour and material, 
and that this increase has only been partially offset by the 
savings made in overhead charges through increased pro- 
duction. It is therefore maintained that a price increase 
of $1 per ton will make scant contribution to the ability of 
most companies to meet the interest charges on their bonds 
and other obligations, and that there must be a further 
substantial advance in the price of newsprint before the 


industry as a whole can develop an earning power adequate 
to its capitalisation. 

At present, however, the newsprint of Canada 
who are outside the Association discern a distinct threat to 
the prospect of higher prices in the p acquisition 
by what are known as the Gefaell-Aldrich interests of the 
Great Lakes Paper Company, which has a good-sized plant 
at Fort William. This American group propose to allo- 
cate shares in a new corporation to American publishers, 
under an agreement whereby the latter will undertake to 
take so much of its annual output. There are justifiable 
apprehensions that once control of this plant passes into 
the hands of American publishers, the price of its product 
will be kept at a very low level; and the lowness of this 
“* particular ’’ price will be used as an argument for k 
ing the general export price low. The present position is 
that the National Trust Company—the receiver of the 
Great Lakes Company—and a committee of the com- 
pany’s bondholders have approved of the sale to the 
American interests; but the newsprint industry at large is 
trying to block it, and is being abetted by a dissentient 
group of the company’s own bondholders. 

In spite of the present debilitated condition of its 
finances, however, the Canadian newsprint indu com- 
mands enormously valuable resources which, in the ess 
of time, should provide a reasonable return upon capital 
once a substantial proportion of the ‘‘ water,’’ so foolishly 
injected into that capital, has been, as it must be, re- 
moved. Indeed, in recent months a rise in the market 
value of the senior newsprint securities indicates that they 
still have some attraction for the investor and speculator. 
The Financial Post of Toronto, however, in a review of 
the position of newsprint securities in its issue of Novem- 
ber 30, 1935, delivers a cautionary verdict. It observes 
that the recent rapid rise in their value ‘‘ does not appear 
to be wholly warranted either by present or prospective 
developments.’’ Foreign investors in the Canadian news- 
print industry are not likely to overlook a caveat from so 
authoritative a quarter. 





OTHER INDUSTRIES 


IRON AND STEEL 

THE manufacture of iron is one of the oldest of Canadian in- 
dustries. Under the French regime, forges were operating 
at Three Rivers in Quebec as early as the middle of the 
seventeenth century. But the real development of the iron 
and steel industry began only after Sir John Macdonald 
launched his ‘‘ National Policy ’’ of protectionism in 1878. 
The shelter thus given from foreign competition, which had 
been chiefly British, was responsible for the establishment 
of a number of iron and steel plants. The industry made 
steady, but not spectacular, progress up to the outbreak of 
the Great War, when it received a notable impetus from the 
demands of the Allies for shells and other munitions. It 
enjoyed an enormous expansion during the war years, and 
the value of its output for 1918 was exceeded neither before 
nor since. Given below is a statistical table which shows in 
succinct form the fortunes of the Canadian iron and steel 
industry from 1917 onwards : — 


HISTORICAL SUMMARY OF THE MANUFACTURE OF IRON AND 
STEEL AND THEIR Propucts, 1917-1934 








. vi e : Selli Value 
, Number | Capital | Nuentee | Salaries | Cost of | Vite of | added by 
om of |employed| of Em- | y22¢_ |Materials | products} Manufac- 

Plants ployees Wages at Works at Works turing 

$ mn. 000’s $ mn. $ mn. $ mn. $ mn. 

1917 ......., 1,409 576-8 144-4 135-4 343-6 693-9 | 347-5 
1918... 1,352 547-9 128-4 45-8 431-4 793-1 353-1 
1919 ........ 1,360 541-8 88-3 102-3 228-4 489-8 261-4 
1920 ........ 1,475 624°6 115-8 158°5 321-3 640-2 318-9 
1921 ......... | 1,135 575-7 77°1 98:4 194-7 382-4 187°7 
1022 ........ 1,046 526-1 75-3 91-6 168-9 333-6 164-6 
1923 ........ 1,000 §52-3 88:1 115-5 256°4 466-0 209-5 
1924 ........ 1,055 537-5 78-7 100-1 196-5 371-2 174-8 
1925 ... 1,075 567-9 90:1 117-6 206-3 411-4 205-0 
1926... 1,142 598-0 103-5 137-6 258-0 505-2 247-2 
1927 ... 1,148 638-9 106-3 143-4 261-1 525-9 264-8 
1928 ........ 1,159 702-9 119-2 168-3 309-6 009-6 | 300-0 
1929... 1,169 755-0 132-3 186-9 384-9 738-0 353-1 
1930 ........ 1,196 757°8 120-0 165-4 281-7 569-7 288-0 
1931 ........ 1,243 676-3 97-0 120-8 170-8 374:7 204-0 
1932 ........ 1,233 | 608-6 74:2 82-3 102-3 225-8 123-5 
1933 1,291 | 580-8 70:9 69-5 97:7 | 212-0 | 114-3 
1934* |. 1,309 556-4 81-2 89-6 153-5 307°6 154-1 





























These figures include the value of many finished pro- 
ducts of which iron and steel form the chief raw materials. 
For example, in the ‘‘ total selling value ’’ of iron and steel 
products in 1934—-$307,566,644—-motor vehicles contribute 
$76,133,448, or more than one-fourth; machinery, 
$25,234,863; and agricultural implements, $8,655,078. The 
value of the primary iron and steel produced in Canadian 
plants in 1934 was $29,101,463, and of castings and forg- 
ings, $34,000,498. For 1933, the respective values were 
$18,492,549 and $24,197,347. Thus there was a notable 
recovery in the primary iron and steel industry during 1934; 
and it has been carried further during the present year. For 
the first three quarters of 1935 the total production of primary 
steel in Canada was 647,704 tons, compared with 585,162 
tons for the same period of 1933; and of pig iron, 419,064 
tons, compared with 279,090 tons. 


There are three chief centres of the primary iron and steel 
industry in Canada: Sydney, Nova Scotia, where the plants 
of the British Empire Steel Corporation are located; Hamil- 
ton, Ontario, where the Steel Company of Canada has its 
main plant and Dominion Foundries also operates; and 
Sault Ste. Marie, Ontario, where the mills of the Algoma 
Corporation are situated. These Canadian plants are all 
provided with the most modern equipment, and they enjoy 
a very substantial degree of tariff protection. British ex- 
porters of steel and iron products to Canada have also to 
face stiff American competition in many lines, and they have 
to struggle continuously for a reasonable share of the 
Canadian market for iron and steel products. At present, 
largely as a result of the Anglo-Canadian fiscal agreement, 
Britain dominates the tinplate trade of Canada, contributing 
to the total value of Canadian imports of sheets coated with 
tin—amounting to $8,000,000 in the last fiscal year—about 
$7,350,000’s worth. She also enjoys a considerable share 
of the Canadian market for black sheets o: ‘-on and steel. 
The British and Canadian producers have practically driven 
their American competitors out of the Canadian market for 
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steel plates 78 inches wide and over; but British ex " 
are now facing increasingly formidable competition in ths 
line from Dominion Foundries at Hamilton, which has 

recent years greatly extended and improved its plant. Con. 


sequently, the British and Canadians are now ducing 






a 


market in roughly equal proportions. In 1933, thanks 
increased preference secured at the Ottawa Conference, 
British exporters seemed on the way to securing a monopoly 
of the Canadian market for steel piling. But the — 











Steel Corporation, a company now mainly in the hands q 
British bondholders, has started to roll steel piling and jg 
obtaining some share of the trade. 


THE LUMBER INDUSTRY 

During the greater part of the nineteenth century the 
lumber industry was one of the main supports of Canada’s 
economic life, and the largest single contributor to the 
export trade of the Dominion. During the last quarter of 
the century it began to decline in relative importance; but 
it is still one of the largest industries in the Dominion, In 
1933, the latest year for which full data are available, the 
total number of sawmills, single, lath, veneer, 
sleeper and other mills in Canada using wood as raw 
material was 3,517, compared with 3,593 in 1932. The 
capital invested in them was estimated at $74} millions; they 
provided employment amounting to 17,779 man-years; and 
paid wages and salaries amounting to $10,040,165 in that 
year. 
The lumber industry is peculiarly valuable to Canada, for 
the cutting of trees is done mostly in the winter time, when 
other forms of outdoor work have ceased; the ever-serious 
problem of winter seasonal unemployment is thus mitigated. 
The following are the figures for the output of the lumber 
industry during the years 1932 and 1933 :— 


Other Sawmill 






































Lumber Production Products 
Quantity Value Value Total Value 
Mn. ft. $ $ $ 
1932 ...... 1,809,884 26,881,924 11,624,723 38,506,647 
1933 ....... 1,957,989 27,708,908 11,729,149 39,438,057 


Since the present century began, the lumber industry in 
Eastern Canada has been steadily shrinking. But it has 
been expanding in British Columbia; and in 1933 that 
Province contributed $214 millions of lumber products, or 
substantially more than half the total value. 

The industry depends very largely on its export business. 
It therefore suffered a great blow from the high duties im- 
posed by the United States in 1932 on lumber im 
and was also adversely affected by the curtailment of build- 
ing operations all over North America after 1929. It went 
through a period of severe difficulty until export markets 
were developed elsewhere, and particularly in Britain. In 
the last few years the industry has reached a much healthier 
condition, owing to the revival in its expor? trade. Canadian 
lumber exports increased from 132,159 million feet board 
measure, valued at $3,649,342, in 1931 to 861,193 million 
feet board measure, valued at $16,266,405, in 1934. 











‘Te organization has sponsored five mining 
issues ; two of these, Pickle Crow Gold Mines 
and Greene Stabell Mines, are now in pro- 
duction and a third, Darwin Gold Mines, 
Limited, is rapidly approaching production. 


Correspondence addressed to our statistical and engi- 
neering departments will receive prompt attention. 
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TEXTILES 


oa The textile industries of Canada constitute an important 
oma branch of manufacturing production. In 1933, the last 
ds of ear for which full 4 are available, there were 2,151 
textile factories engaged in man woollen, cotton, 
<7 rayon and other textile goods. Magy og represented a 
capital investment of $322,312,247. Most of the units are 
comparatively small and located in small country towns, 
the chiefly in Ontario and Quebec. The textile factories fur- 
rda’s nished employment in 1933 to 106,235 persons, who were 
the paid $80,695,813 in wages and salaries. The selling value 
er of (at factory) of their total output was $294,175,248. The 
- but leading industries of the group with their value of produc- 
In tion and number of employees in 1933 are given below: — 

» the Number of Value of 

lway Employees ~~ 

The Hosiery and knitted goods ...............066 17,159 40,997,210 

Cotton yarn and Cloth ........0.:.cseeeeeeeeees 16,095 51,179,628 

they Clothing, factory, women’s ..........s..0.66. 15,264 44,535,823 

and Dyeing, cleaning and laundry work ......... 10,528 15,239,981 

that Furnishing goods, men’s..........0...s0s0e000 8,189 19,082,571 

Clothing, factory, MeEN’S ..........seeeeeeees 7,969 26,622,689 

OD: icc cccecenssdcuinibileotenbeninestgitbeds agemnis 7,801 22,754,969 

se Tena CUED in, s.0n dinsds cs hictedaseesdeniiene §,542 15,893,114 
rious The most important branch of fabric production in 
ated. Canada is the cotton textile industry, based, not on the pro- 
nber cessing of native raw materials, but on imports of raw 


cotton from the United States. For a long period (1907 to 
1929) the industry operated under a stable and moderate 
The duties on cloth varied, 
alve according to quality, from 12$ per cent. to 20 per cent. on 

British imports, and from 22} per cent. to 27} per cent. on 


level of tariff protection. 


United Kingdom has now become Canada’s chief export 
market for lumber, taking in 1934 approximatel 
cent. of the total exports. The United States, 
Japan, China and South Africa follow in the order named. 


Australia, 
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foreign goods. From the end of the war until 1931 the 
domestic output of cotton fabrics supplied on the average 
three-quarters of total consumption. proportion was 
higher in the case of grey and white than in coloured 
and printed cottons. In relation to the newer fabrics—silk, 
artificial silk, and mixture cloths—the demand for cotton 
cloth increased but slowly during this period; so that very 
little expansion in the domestic industry was possible. 

The tariff of 1930 brought in duties which, on the 
average, were equal to a rise of 50 per cent. over the former 
level, though the incidence was very much heavier on the 
cheaper types of cloth. Coming after a long period of stable 

iffs, the new duties had the effect of an initial granting 
of protection to an ‘‘ infant ’’ ind . The consumption 
of cotton cloth declined y after 1928; but the in- 
creased tariff of 1930 enabled domestic output to recover. 
By 1933, it accounted for 82 per cent. of total consump- 
tion. Profits increased, and new lines of yp etacggee = 

, @g. wider es of fine and colo 
es ma sar) cloths ae cotton and “anal and the 
mercerising of cotton yarns. 


In contrast to other branches of textile manufacture, the 
cotton cloth industry is in the hands of relatively few firms 
and is dominated by two large concerns, and—in many re- 
spects—even by one. In 1933, of the nine companies which, 
with their subsidiaries, comprised the cotton yarn and cloth 
industry, three accounted for about four-fifths of the total 
sales and of the numbers employed. The largest, Dominion 
Textile Company, Ltd. (with Montreal Cottons, Ltd., which 
it controls), accounted for 48 per cent. of the total sales 
of the cotton manufacturing firms, and 54 per cent. of the 
numbers employed. The second largest concern (Canadian 
Cottons, Ltd.) accounted for 18 per cent. of sales and 16 per 
cent. of the employees. 


The internal organisation of the Canadian cotton industry 
is entirely ‘‘ vertical.’’ In this respect it differs from the 
“‘ horizontal ’’ specialisation more characteristic of the im- 
portant European industries, e.g. that of Lancashire. In 
each of the large Canadian plants the raw cotton is carried 
through all the various processes up to the finished fabric 
ready for sale. The equipment includes not only spindles 
and looms, but also the machinery necessary for bleaching, 
dyeing and finishing. Apart from certain specialty fabrics, 
these firms have attempted to supply every kind of cotton 
cloth; and, although the mills are technically efficient, the 
comparatively small domestic market, which is a conse- 
quence of the great variety of frequently changing designs 
and qualities demanded, means that substantial extra costs 
are involved in producing the finer qualities and the less 
common designs, and ‘‘ fashion ’’ goods. The tendency 
towards a higher degree of self-sufficiency in the Canadian 
industry after the tariff changes of 1930, in conjunction 
with the semi-monopolistic position held by the two largest 
consolidated rations, has enabled them to exploit the 
domestic Canadian consumer. If the present negotiations 
between British and Canadian cotton textile delegations re- 
sult in some reduction in the customs tariff, the Canadian 
consumer will not grumble. 

One of the chief characterstics in recent development has 
been the increasing use of rayon yarn, both in the cotton 
cloth industry and in the silk and knit goods industry. The 
table below shows the sneer quantities of rayon yarn 
used in these main groups for the years 1927 to 1933, in 
thousands of pounds : — 


1927 1928 1929 1930 1931 1932 1933 
In cotton yarn and 





cloth industry ... 403 508 496 768 736 924 1,123 
In silk industry ... 314 343 259 304 412 701 2,260 
In knit goods in- 

dustry ............ 2,370 3,367 3,805 4,034 3,635 3,219 2,824 

Total ........+006 3,087 4,218 4,560 5,106 4,783 4,844 6,203 


The rayon industry is one of recent origin in Canada, 
dating from the establishment of branches of the English 
firms of Courtaulds in 1925, and of Celanese in 1927. The 
former company uses the viscose process, obtaining its raw 
material in Canada, in the form of bleached sulphite 
pulp, from the Kipawa mill of the International Paper 
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Tre property is located at Falconbridge, Ontario, about ten miles from | 
Sudbury. It was acquired by Ventures Limited, a Canadian Corporation, 
late in 1928. No em er work existed at the time of acquisition, 
but, nevertheless, it was equipped, developed and brought into production 
as an integrated unit of Nickel production and marketing early in 1930. 
Development up to the end of December, 1934, comprised the sinking 

of two main Shafts— No. I to 1,033 feet and No. § to 546 feet — and aso 
some 33 miles of Lateral Development, 3,610 feet of Raising and just over 
4 miles of Diamond Drilling. Within the same period 972,787 short tons of 
ore were hoisted and, in addition, 509,742 tons of broken ore were accumulated 
in the stopes. 


AS of December 31st, 1934, the Capital invested in the fixed Assets of the 
business amounted to slightly over six million dollars. Dividends were 
initiated in 1933 and have totalled $2,213,055.29 to September of 1935, or 
674 c. per share issued. Current Assets as of December 3Ist, 1934, were 
$1,931,255.16, against Current Liabilities of $322,088.48. 


DURING 1935 the 5-compartment No. 5 Shaft, located some 2,200 feet East of 
the original No. 1 Shaft and on the same contact along which ore has been 
indicated by drilling, has been continued to the present depth of some 1,400 
feet and has been equipped with modern steel headframe. The new Shaft 
permits ore development in this area, which was impossible from the old Shaft 
concurrently with the maintenance of regular production. 


FALCONBRIDGE NICKEL MINES, LIMITED 


HEAD OFFICE: 25 KING STREET WEST, TORONTO, ONTARIO 
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Aerial view of mill and mine buildings 
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pany. Courtaulds (Canada), Ltd., manufacture yarn 
, for sale to the trade; while Canadian Celanese, Ltd., 
use the acetate process, the raw materials for which are 
chiefly rags and cotton linters, and produce yarn for the 
weaving of fabrics in their own works. 

Production in both sections of the silk industry—rayon 
yam, and cloth of real and artificial silk—has been increas- 
ing rapidly, much faster than any other branch of textile 
manufacture in Canada. The volume of production in 
1932 (basis 1926 = 100) was 392 for silk and artificial silk, 
82 for cotton textiles, 97 for woollen textiles, and 103 for 
knitted goods. In contrast to the two large firms, with their 
vast international affiliations, which comprise the rayon 

section, the weaving of silk and silk mixed fabrics is in 
the hands of a large number of medium-sized and small 
firms. The customs tariff of 1930, which brought the duties 
on finished silk and artificial silk cloth up to at least 50 per 
cent. ad valorem, was followed by a tremendous spurt in 
domestic production at the expense of imports. A number 
of small ‘‘ mushroom ’’ firms sprang up, warnings against 
the dangers of over-expansion went unheeded, the setting 
up of new equipment and the rise in output was in excess 
of demand, and a period of severe price-cutting and falling 
profits set in between 1930 and 1932, accompanied by some 
writing-down of capital and the failure of a number of small 
firms with high overhead and selling costs. 

The most uneconomic branch of the Canadian textile 
industry has been the woollen and worsted section, more 
particularly the latter. With a few exceptions, this industry 
had, until 1930, operated for a long period under a stable 
tariff of 274 per cent. ad valorem on the main types of 
cloth. This is the duty on imports from Great Britain, 
which has always been the principal source of imports. 
With this degree of protection, domestic mills had been 
able to supply only one-quarter of the consumption of 
woollen cloth, and a fifth, or less, in the case of worsteds. 
In 1930, the addition of a specific duty of 25 cents per 
pound (reduced to 18} cents in 1932), with its heavy inci- 
dence on the cheaper grades of cloth, enabled the domestic 
industry to increase its aggregate output of cloth from 5.2 
million yards in 1930 to 13.2 million yards in 1933. In the 
latter year the proportion of consumption represented by 
home production had increased to three-quarters in the 
case of woollens, and nearly one-half for worsteds. This 
development, which was accompanied by a crop of ‘‘ mush- 
room ’’ firms, added considerably to the higher prices of 
woollens already ruling in Canada. At the inquiry under- 
taken by the Canadian Tariff Board on woollen textiles in 
1934, it was reported that labour costs and overhead costs 
in Canada were at least 70 per cent. above British costs in 
the industry as a whole, and rather higher in the worsted 
section. 

Thus, since 1930 Canada’s textile industries have enjoyed 
the highest scale of protection in their history. They are 
now faced with a possible reduction of it through the 
advent of the new Liberal Ministry. The latter has already 
taken steps to offer freer entry to British textile exports. 


FLOUR MILLING 


Flour milling is one of the basic natural industries of 
Canada; but the 413 flour mills in existence in 1933 then 
had, and still have, a capacity far in excess of Canada’s 
demands. Below are statistics of the flour-milling industry 
for the years 1920-33 : — 


PRINCIPAL STATISTICS FOR THE YEARS 1920-1933 























Establish- : Total Cost of Gross 
Years ae Non wrned E —— Salaries Materials Value of 
aves ~mployees | and Wages Used Products 

No. $ mn. No. $ mn. $ mn. $ mn. 

2 a 1,332 68-8 7,085 8-6 205-7 239-3 
-” 1,257 61-8 7,004 8-3 164-6 194-8 
1923 1,364 68-5 6,757 7°5 136-7 166-9 
i 1,387 60-6 6,786 7-5 128-5 154-9 
1eas * 1,309 64:4 6,609 7:8 150°1 180-8 
=” 1,310 60-1 6,166 7-2 163-2 187-9 
1927 1,291 58-3 6,348 7-2 163-9 189-6 
1928 1,315 62:1 6,384 7:4 163-7 191-7 
1s00 1,319 63-5 6,556 7:6 165-0 195-7 
1660 °° 1,325 67:8 6,618 7:6 150°8 181+1 
ies)” 1,277 62-6 5,923 6:7 119-7 144-9 
iea2 1,265 61-1 5,671 6-0 71-8 95-7 
isss 1,290 58-3 5,586 5-6 63-2 84-7 
1,328 59-1 5,470 5-1 63-3 83-3 








The flour-milling industry has suffered from the difficulties 
which have beset Canadian grain trade in 


the recent 
years. It has also been hard hit by a shrinkage of the flour 


export trade, with the 
mills have fared reasona 


their senior stocks. 
AUTOMOBILES 
Windsor and Oshawa. In all, there are at present twelve 


companies engaged in manufacturing motor vehicles and 
their output for the last six years was as follows: — 


Motor Vehicles 
Units 
BO x... adic nciah ea neiasasiniinaaiione 262,625 
WEE hic c vcunecanceceiacsbivthaskssaturs 153,372 
BOE fas. ci dea bbbanawbsccalbesnoees 82,559 
Tce, Ackpin dis ncoabsbtaedccenh 60,789 
cine icin dhdoatecensdabestes 65,862 
DUNE Sins aban cossnieehingibbienanenesed 116,852 


During the present P re there has been a substantial in- 
crease of output, and for the ten months ending October 30, 
1935, 145,063 vehicles were produced, compared with 
112,461 in the corresponding period of 1934. Of the total 
Canadian production in recent years, roughly two-fifths 
was destined for the export market, chiefly the other coun- 
tries of the British Commonwealth. 

The growth in the use of automobiles in Canada has 
been very rapid during the past fifteen years. The number 
of registrations increased from 342,000 in I9I19 to 1,232,000 
in 1930, declining slightly to 1,129,000 in 1934. Of the 
total for 1934, 947,000 were passenger cars, a figure that 
is exceeded only by the United States, Great Britain and 
France. On the basis of numbers of persons per car regis- 
tered, Canada is the fourth highest country in the world, 
with an average of one motor vehicle for every 8} persons. 

This increasing use of automobiles has been accompanied 
by a steady growth in the Canadian motor manufacturing 
industry. This industry is American both in its origin and 
in its methods of production and sale. There are seven 
firms manufacturing passenger cars in Canada, all of which 
are branch plants of American firms of the same name. 
Chief among them are the Ford Motor Company of 
Canada, Ltd., and General Motors of Canada, Ltd. The 
former produces on the average about 37 per cent. of the 
total Dominion output, and the latter about 45 per cent. 
The automobiles made by Ford and General Motors pre- 
dominate in the export trade, accounting for at least 90 per 
cent. of the total annual shipment of cars and parts from 
the Dominion. 

The automobile industry may be regarded as a result, on 
the one hand, of the Canadian tariff policy, and, on the 
other hand, of the preferential tariffs operating in other 
Dominions. In order to obtain the drawbacks on the 
import duties—usually 60 per cent. of the duty paid—on 
parts and materials imported for the manufacture of cars 
for domestic consumption, such parts and materials must 
be used in the manufacture of finished products, of which 
at least 50 per cent. of the = ag of production must 
have been incurred in Canada. is is also the usual pro- 
portion of ‘‘ British content ’’ required for the application 
of the preferential tariffs operating in other Dominions. A 
further drawback of 99 per cent. of the import duty actually 
paid is allowed on materials imported for the manufacture 
of motor vehicles destined for export. The actual tariff 
schedules to which the drawbacks apply are highly com- 
ea and have been frequently changed. Broadly, 

owever, the duties on parts imported from the United 
States for assembly into finished products vary at present 
between 27} per cent. and 45 per cent. ad valorem, while 
the duties on imports of finished motor vehicles from the 
United States have amounted, since the Ottawa Agree- 
ments, to approximately 20 per cent. on cars between 
$1,200 or less, 30 per cent. at values between $1,200 and 
$2,100, and 40 per cent. on cars over $2,100 in value. 
British imports, at whatever value, have entered free of 
duty. 

It is impossible to say what sar pear ap the ind is 


actually manufacturing and what is only assembly. 
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Ford Company is the most nearly self-contained manufac- 
turing unit, and makes in practically all the parts 
required for its own vehicles, including the engines. The 
most popular models of General Motors also have a high 
percentage of ‘‘ Canadian content.’’ The smaller com- 
— may be regarded more as assembly plants than as 

tories; for, with an annual output of only some few 
thousand cars, it is impossible for them to undertake on an 
economic basis the manufacture of the many standardised 
parts which comprise the modern motor vehicle. 

Prices of cars have always been higher in Canada than 
in the United States. This is due not only to higher manu- 
facturing costs, but also to higher costs of selling, distribu- 
tion and “‘ servicing ’’. A considerable proportion, at least 
30 per cent., of the cars in use in Canada are used by 
farmers, and the costs of maintaining adequate sales out- 
lets and servicing stations to meet the needs of this market, 
particularly in the sparsely populated rural districts of the 
Western Provinces, are considerably heavier than corre- 
sponding costs in the United States where settlement is 
denser and more compact. The spread between United 
States and Canadian automobile prices has, however, 
been reduced in recent years; and to-day the price to the 
consumer of the popular models is about 27 per cent. higher 
in — than in the United States (excluding freight and 
taxes). 

In spite of the placing of British motor cars on the free 
list under the Ottawa Agreements, imports into Canada 
from Great Britain have remained a negligible item. In 
the trade in automobiles between the two countries Canada 
is on balance a heavy exporter. In 1934, 163 passenger 
cars were imported into Canada from Great Britain, 
whereas Canadian exports to this country amounted to 

,718 cars. The total number of cars exported from 

ada was not far below the number exported from the 
United Kingdom. The factors militating against the sale of 
British cars in Canada at the present time are such that 
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there seems little immediate prospect of Canada 4 
into a buyer of any importance of British-made ' 
The proximity of the United States to Canada, the cloge 
similarity of road conditions existing in the two 
the way in which American firms have successfully imposed 
their own standards of design and models and methods of 
‘* servicing ’’ upon the Canadian public, all these haye 
engendered a preference for the vehicle man 
according to the American model, and have resulted in the 
habit of regarding such a model as the standard by which 
all others must be compared. The typical popular model 
seen in Canada to-day in the lower-price range—say, up to 
{200 new—whether made in the United States or in the 
Dominion, is a closed car seating five passengers comfort. 
ably in a low-slung body, with a rather wide wheel-track 
and a fairly high road-clearance, having a six- to eight. 
cylinder high-powered engine, able to give easily a speed 
of at least 65 miles per hour on the flat (and up to 85 or 
go miles per hour in the medium-price range), on roads 
95 per cent. of which are of earth or gravel. A long life 
for a car is not considered nec , but a smart appear- 
ance, comfort, speed and good engine performance on 
gear are of prime importance. The typical low-priced a 
British car, with a !ow horse-power engine and low fuel 
consumption, which has been specifically evolved to meet 
the high taxation on horse-power and on petrol in England, 
is unattractive to buyers in Canada, where there is no 
horse-power tax and the tax on petrol is quite small. While 
these differences in conditions and tastes remain, there 
cannot be said to be a market of any significance for British 
cars in Canada. Consequently the reductions in import 
duties on motor cars and parts which came into operation 
under the recent Trade Agreement concluded between the 
United States and Canada is not likely to affect the pros- 
pects of the British export trade in motor cars to Canada, 
The chief effect, so far, has been some reduction in prices 
to consumers in the Dominion. 








CANADA LIFE 


Assurance Company 
88th Year 


PROGRESS THROUGH THE YEARS: 
In 1914 In 1924 Im. 1934 


£ £ £ 
Total Business in Force - 32,343,940 99,797,212 170,525,820 
Total Premium Income - 1,148,620 3,823,307 7,817,906 


Total Income from All Sources _ 1,733,083 5,081,004 10,450,518 
Payments to Policyholders and 

Benehaaries - - - 690,921 2,137,972 5,298,353 
Assets for the Protection of 

Policyholders - - ~ 11,528,159 21,207,051 49,800,526 

“* Safety and Stability are, first and foremost, 
the keynotes of the Company's 
tr liti. f li “i 
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For some years past the public finances of Canada have 
been causing continual to all the authorities 
responsible for them. They have aroused a sense of in- 
creasing disquiet among bankers and leaders of ind 3 
Balanced budgets have been rare phenomena; and the 
mountain of public indebtedness has been growing higher 
year by year until, according to a statement by Sir Charles 
Gordon, the President of the Bank of Montreal, in his last 
address to the shareholders, it has now reached a total of 
$6,500 millions. In a period of falling prices and shrinking 
revenues the heavy drain of expenditure for relief, both of 
the unemployed and of indigent farmers in the drought- 
stricken areas of the West, has thrown an additional burden 
upon the shoulders of taxpayers and Governments. The 
struggle to find funds for the payment of all their obliga- 
tions has been severe and nerve-wracking. The Federal 
Government has naturally been in the forefront of this 
struggle; and it has found itself, much against its will, com- 
pelled to come to the rescue of various Provincial admini- 
strations in order that default on their part might be averted. 
It has also been forced to take over the large annual deficits 
of the Canadian National Railway system. The net result 
has been that the Bennett (Conservative) Ministry, which 
lately left office, had to admit serious deficits in each of the 
five Budgets it presented. 

The tables below tell the story of the Federal balance 
sheet during the last two fiscal years, 1933-34 and 1934-35: 


REVENUE AND EXPENDITURE 











se Total, April 1 to | Total, April 1 to 
Orpinary REVENUE March 31, 1934 | March 31, 1935 
ah Taxation revenue : $ cts. $ cts. 
Renters Ghai ccs 0ices<esuparevesecenstennnedoobene 66,305,356 09 76,561,974 99 
SR Dien as navescrntnicssvotsobundetaesdavennun 35,494,219 85 43,189,654 64 
War tax revenue : 
Excise tax (sales, stamps, etc.) .............0006 106,575,574 71 112,192,069 58 
SESS SSCL, NTRS, | Ee ie 61,399,171 52 66,808,065 51 
Miscellaneous taxes .............ccccscsscscessescees 2,077,227 07 2,118,579 59 
PE I bo coccctancsonunpestsiapsacelbiiies 271,851,549 24 300,870,344 31 
Interest on investments ..............cccceceeseceeves 11,148,231 96 10,963,478 38 
IN 6i55 21s sinus coghdawesiedaintedncostdiebioneml 30,893,157 22 31,248,324 17 


UST ES ESEE TET eee eee eee 











ED MII UIE kins 5 sesesnnackacaregedeceioierneroans 1,235,620 84 ,204, 
TOE sin ksh aisha basiccbifanbslibicadcedlie Ne 8,517,711 73 13,671,688 26 
__ Total ordinary revenue ............-..+++: 324,062,000 11 358,474,760 30 
Special receipts and credits on consolidated fund 409,270 75 3,397,168 80 
CONGR gs, «cnncnsvniesperbenetsineuptieessheibin 324,471,276 86 361,871,929 10 
Ordinary Expenditure 


wr On public debt .........cccceseceeeeeeeeeeeees 139,725,416 68 138,533,201 63 


oe EEE I 











Soldier land settlement .............cccseseeeeeceeeess 810,419 65 
Pensions and National Health ...........00000+00+ 53,296,988 53 54,168,057 94 
National revenue 10,341,488 19 10,165,136 11 
Post Office ..........cccceseees 30,553,768 28 30,252,310 04 
National Defence 13,420,726 23 14,131,483 11 
RRNA ER BHR 6,995,768 43 7,106,534 99 
Public works, chargeable to income .............-. 10,827,171 08 9,904,493 93 
Trade and commerce .........ccsccssssesseeseeeeseees 6,986,528 77 7,010,514 33 
All other expenditure ..............cccccseceeeeeseeeee 59,962,705 42 68,581,407 66 
_. Total ordinary expenditure............... 346,648,546 22 354,368,220 40 
al expenditure : 
Unemployment Relief Act, 1930 ..............+ 4,154 86 2,500 00 
Unemployment and Farm Relief Act, 1931.... 563,876 28 52,242 90 
Relief Mita Ml cerossances onaréceaxeapvessounuetotens 6,948,191 78 398,927 66 
Relief PB, WD certastnatecwessaiveketentiinteneas 28,345,830 58 2,413,241 81 
Relief Act, 1933—Agricultural Stabilisation 
PAs ses sincsstadns dsp dd badensbeni bina debibeles 36,258 00 6,710 04 
Sai, tins sche “ts 49,113,684 57 
Adjustment of war claims................0000000+« 47,571 35 54,137 96 
bunt and expenses of Joan flotations....... 2,549,980 79 2,890,191 92 
Public Works Construction Act .......:s:00++ hee 8,672,548 76 
Miscellaneous charges to Consolidated fund : 
Canadian National Railways deficit calendar 
year 1933 : 
System, Ex. Eastern Lines ............+. 52,263,819 05 42,589,824 96 
Eastern Limes...........ccecsccssescossceecess 6,691,569 36 5,818,075 74 
Government's contribution to Superannuation 
Fund POWs Walhiiddass di sadicin scammeaneaaciibeaaliaase 1,985,563 89 1,947,495 48 
Miscellaneous Fidddecdstéccaseesdedanbbdbdamscdumlabes 2,297,017 64 909,627 98 
Capital expenditure : 
blic WIND sptiidiceknns arisisanarmecadamantcomenesie’ 3,778,292 61 6,188,583 49 
Railways and camals ...........sce.eeeseesseven-ee+ 2,712,040 25 838,424 12 
S$ and advances, non-active : 
Loans to Canadian National Steamships ...... — 14,064 17 487,167 22 
$ to Harbour Commissioners............++++ 2,109,836 83 1,241,733 24 
s to Canadian Pacific Railway (unemploy- 
OS CURIE ainisidcidicscogacodibacdsabakennhinas ied 1,000,000 00 eee 
llaneous non-active accounts......++-+++++« 100 00 11,408 45 
457,968,585 32 478,004,746 70 








eee: 


An inevitable result of such annual deficits has been a 
Progressive increase in the public debt. The following table 





BUDGETS— DOMINION AND PROVINCIAL _ 


shows the gradual rise of the debt since the depression 


descended on the Dominion :— 


Net Feperat Dest or CANADA 


At March 31, 1930 ...........00-c0e+ 
93 


ae 1 eeeweeseceseeesee 
” 1932 Sereeeeesereereres 
” 1933 Coe e corer eeeesene 
” 1934 eeseseoes weerereree 
- 1935 ...... qrivessinsss 


These figures show clearly 


that the Federal debt of Canada 


rose by about 668 million dollars—or by almost one-third 
—during the five-year period under examination. Happily, 


however, su 


conversion operations have prevented 


any serious increase in the annual burden on account of 


interest charges. 


The details of the gross Federal debt and the assets which 
can be set off against it are contained in the tables below, 


covering the last two fiscal years :— 


STATEMENT OF THE PUBLIC DEBT OF THE DOMINION OF CANADA 








Public Debt 1934 1935 
LIABILITIES 
Funded debt— 1934 1935 $ cts. cts, 


Payable in 
Canada... $2,175,527,722 04 $2,362,669,426 95 


Payable in 
London... 384,685,372 43 409,928,436 69 

wo in 
ew York 300,899,900 00 293,648,686 67 


4 








2,861,112,994 47 


DGRRIREOR DOOD: aids cvondesqee ses scsccdsccnpeteceicsnctoueses 172,617,921 69 
Bank Circulation Redemption Fund .................. 6,486,355 30 
Post Office Savings Banks  ...........ccssscceeeeeeeness 23,158,919 39 
Post Office ACCOUNE ...........ccceeceeseceeeeereceeeeeeees 3,570,744 29 
Government Annuities, Insurance and Superannua- 

Cine PURE) ono cis dnc den cctdescecbcedubecctdcevbeedoucston 109,481,506 68 
ID I sno chsnsinecesatiinnsiacsemalidbidiiccedecdbabas 18,655,313 52 
Province accounts 11,919,973 07 
Interest matured and outstanding .........0..0+s-+00s 1,683,590 78 
Miscellaneous and banking accounts ................+. 4,441,562 31 


3,066,246,550 31 





3,213,128,881 50 


3,263,225,513 43 








Loans to Foreign Governments— 
Government of 
Greece ..... ; $6,525,000 00 


Roumania... 23,969,720 00 


Canada Farm Loan Board  ..........ccccccsceceseeeseeee 
Soldier and General Land Settlement.................. 
FUCRRO GOONIES siissicsecisncnetardstonnceseccestecenneses 
Miscellaneous and banking accounts ............-.+6++ 


$6,525,000 00 


23,969,720 00 





69,406,434 43 
71,406,030 32 
40,144,000 00 
10,168,687 72 
81,321,735 91 
51,782,930 91 


30,494,720 00 


8,503,358 00 
45,219,131 87 
2,296,156 30 
72,407,555 42 


54,532,688 09 
2,443,223 SO 


9,771,187 72 
81,714,394 91 
74,801,765 34 





483,150,740 88 


417,114,555 21 





Total net debt, March 31, 1934, and March 31, 1935 
(no credit has been taken for non-active assets)... 


2,729,978,140 62 


Total net debt, March 31, 1933, and March 31, 1934 | 2,596,480,826 16 


2,846,110,958 22 
2,729,978,140 62 








Hepesunpte C0 DGG sc cdenis cdctcctsnccnccsrossttbecbenssvenaee 


133,497,314 46 





116,132,817 60 





Unfortunately, the outlook is not propitious for the 
results of the current fiscal year, which ends on March 31, 
1936. Mr Rhodes, the late Minister of Finance, forecast in 
his last Budget speech that, as a result of increased revenue 
yields and changes in taxation, the receipts from taxation 
for 1935-36 would be $336,200,000; and from non-tax 
revenue would be $55,900,000, making a total of 
$392,100,000. He estimated that this total would leave a 
surplus of roughly $21} millions over the ordinary expen- 


diture of $370,600,000. He budgeted for an increase of 


about $30 millions in taxation revenue; but the following 


table, which gives revenue and expenditure during the 


first eight months of the current fiscal year up to Novem- 


ber 30th, with comparative data for the same period of 
1934, shows that, with two-thirds of the year gone, less 
ted gain has been secured. Expendi- 


than half the anticipa 


ture, on the other hand, has risen by rather more than 


the full expected gain in the revenue. 
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LAKE SHORE MINES, LIMITED 


ITUATED at Kirkland Lake, Ontario, and comprising 
287.1 acres, Lake Shore Mines, Limited, is Canada’s 
largest producer of Gold. Holding sixth place on the 

list of the world’s great producing mines, it has reached a depth 
of 4,450 feet, within which is situated a total of 29 levels or 
stations. 


Since the beginning of operations in 1918, a total of 271,161 
feet of development work has been performed, comprising 
drifting, cross-cutting, shaft sinking, raising and construction 
of ore and waste passes, etc. In addition to this, there has 
been 104,931 feet of diamond drilling and 1,156,385 cubic feet 
of station cutting, etc. 

From the start of production, March, 1918, to the present, 
there has been produced a total of 5,638,763 tons of ore having 
a gross bullion value of $94,710,609.30. A total of $39,020,000 
or over £8,000,000 in dividends has been paid to shareholders 
from commencement of operations in 1918 to 1935. 


Whe Company's production record for the past ten years is as 
follows :— 








. Tons Gross Value | Dividends 
Date Period | Milled | of Bullion | Paid 
Mos. g $ 

July, 1925, to June 30, 1926 12 | 125,676 | 2,233,475.85 700,000 
July, 1926, to June 30, 1927 12 | 214,335 | 3,105,047.85 | 1,200,000 
July, 1927, to June 30, 1928 12 | 237,962 | 3,629,317.57 | 1,600,000 
July, 1928, to June 30, 1929 12 | 367,015 | 5,519,138.86 | 2,000,000 
July, 1929, to June 30, 1930 12 | 467,648 | 6,609,728.42 | 2,600,000 
July, 1930, to June 30, 1931 12 | 698,624 | 9,153,546.62 | 3,600,000 
July, 1931, to June 30, 1932 12 | 834,434 | 13,798,128.33 | 6,000,000 
July, 1932, to June 30, 1933 12 | 797,673 | 13,277,685.72 | 6,000,000 
July, 1933, to June 30, 1934 12 | 836,991 | 16,382,274.27 | 6,000,000 
July, 1934, to June 30, 1935 12 | 833,094 | 16,026,108.57 | 8,000,000 

















During the last twelve months of production, as will be seen 
by the above table, 833,094 dry tons of ore were treated from 
which 460,442 oz. of gold and 105,514 oz. of silver were produced. 

The policy of the company, it has been demonstrated, is to 
produce approximately $16,000,000 of bullion per year and to 
carry on a minimum of forward development required to keep 


ee 


ore reserves stabilised. Mill tonnage varies between 2,200 and 
2,300 tons a day, and no change in rate is anticipated. Under 
the present unsettled world conditions, it might be unwise to 
estimate future dividends. However, should nothing unfore- 
seen occur, the company hopes to continue annual payment of 
four dividends of fifty cents and four bonuses of fifty cents each. 

Due to the increased world price for gold, it is possible to adhere 
to a policy of efficient mining of shallow or low grade sections, 
thus lengthening the life of the mine, while large-scale research 
work, continued throughout the year, has resulted in increased 
extraction and more than permitted the full maintenance of 
earnings. Through a carefully executed programme of develop- 
ment and exploration underground, the position of the mine in 
regard to reserves of ore, broken and in place, was fully main- 
tained, and the success attending exploration work in uppef 
and middle levels of the mine, coupled with the present higher 
value of gold, continues to render unnecessary any immediate 
further development of lower horizons. 

Constant improvement and enlargement of the milling equip- 
ment has been made from time to time, a new precipitation and 
refining plant being recently completed to supplement the 
existing installation which had become inadequate. Another 
item in the programme of improvement and efficiency is that of 
sinking a new main hoisting shaft from surface down to the 
3,950 ft. horizon. This was recently commenced, and will 
greatly add not only to safety and economy of operation, but 
will bring within easier access, ore in upper and intermediate 
levels, expediting its early removal. 

And so the Lake Shore Mine progresses, with its research and 
study of efficient mining and milling methods, extending an 
invitation and conducting over its plant and undergr 
workings hundreds of visitors per month. 


LAKE SHORE MINES, LIMITED 
(No Personal Liability) 


Head Office : 
KIRKLAND LAKE, ONTARIO 
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AND EXPENDITURE, ApriL 1, 1934 anp 1935, To 
peer Novemszr 30, 1934 awp 1935. 
































April 1, 1985 
ma i hve rd 1935 
November 30, a (unrevised) 
OrpinaRY REVENUE me p be ri = aen'n 
import GUY ........-eeesensersseeeeeeneereetnns 2,935 
Excise duty .«...-+++ . a align censbncgnense Mbeeatuabiehsbe 30,127,251 04 31 819 95 
Excise taxes, sales, stamps, €tC.........-..s0-sseeeeseee 74,271,956 88 7,167 60 
[MCOME tAX ssee-esessarerenecerereeessenerseerneeeeneensans 52,193,211 36 69,699,608 58 
PEK. ».0.scevsvccvercnecsvctoceseccsesecececcseseoocseese 4,556,760 65 1,412,824 66 
Post Office Di dabei hb-bon enbeh> oepedsbookhall 8,569,967 71 19,289,004 60 
Miscellaneous Departments..........+-.++ssseseeeeeeeees 13,530,457 71 12,641,757 65 
tal ordimary TEVENUC ........00eseeeeseeeneenes 245,062,540 62 | 258,023,310 25 
Special SOMME Cotcanjencucocvoscactyseesdiveos des CNS "233,123 25 266,776 15 
Total revenue ...cccerrecsevecrersrsereereesecesseerensenes 245,295,663 87 | 258,290,086 40 
Total ordinary expenditure. ...ceeeiceesreceerereerreres 243,278,874 45 | 245,674,675 08 
Special EXPENDITURE 

Public Works Construction ACt ..........:.ccseseeeeees 4,363,975 91 20,179,189 18 
Unemployment relief ..........ssesceecsssccereseeeeenens 25,194,133 00 24,010,533 68 
Sundry c es to Consolidated Fund ............... 1,692,868 08 304,895 69 
Total special expenditure ...........:sccesseeeees 31,250,976 99 44,494,618 35 

CapiTaL EXPENDITURE AND Non-Active Loans 
Rg apmrnncnitegg 2 VE ERG FEE Ohne 5,294,755 36 4,282,440 03 
Pubic WORMS. ..cccccccecccsccceccqnscccoqeccosccccccesoscces 297,349 91 204,068 00 
Railways and Canals .......sc..scsssesesssseeeensenseens 695,295 16 489,768 64 

Loans to Harbour Commissions, Merchant Marine, 
OOM. voccecesvncicbecdvbchessdeddbecenseredececunaqeeubbbeds 650,629 66 846,714 60 
Total capital expenditure and non-active loans 6,938,030 09 5,823,892 17 
Tetel eaOGND: hc scgecnscis scccscsnspscocesseies 281,467,881 53 | 295,993,185 80 











Now there may be some gains in revenue receipts durin 
the last four endnth of the fiscal year. But there will mm 
probably be an increase in expenditure; for the Provinces 
and municipalities are pressing the Federal Government to 
assume a larger share of the costs of unemployment relief. 
Moreover, since the earnings of the C.N.R. system do not 
indicate, up till now, that there will be any serious reduc- 
tion in its annual drain on the Treasury, the prospect of 
admitting another large net deficit lies before Mr Dunning, 
the new Minister of Finance. Mr Dunning has confidently 
expressed the opinion that the Dominion Budgetary situa- 
tion is not beyond repair; and that, as soon as the more 
“liberal ’’ trade policies of the King Ministry begin to 
bear fruit, expanding revenue, helped by further drastic 
economies, will enable him to balance the Federal Budget. 
In any case, it would be rash in the extreme to expect that, 
in the few months during which he has been in office, and 
after five years of budgetary stringency and deficits, he will 
be able to restore a ‘‘ clean bill of health’’ to the 
Dominion’s finances by March 31, 1936. The attainment 
of that desirable goal must wait upon several other factors, 
most of which are discussed in the other pages of this 
Supplement. 





PROVINCIAL FINANCES 


TuE financial experience of the different Provinces during 
the last few years varies considerably. None of them, 
however, is in a happy position; and at the end of the last 
fiscal year, all of them were forced to show deficits. The 
table below gives the revenue and expenditure of the differ- 
ent provinces during the last three or four financial years. 





Surplus (+) or 


Fiscal Year ending | Revenue | Expenditure 


















































Deficit (—) 
ALBERTA 
March 31 
$ $ $ 
i snuiiaseshebahaicbiiainaaan adel 13,492,430 18,645,481 5,153,051 (—) 
hi tkcisdésatscediatadaiodtetiens 15,426,265 17,533,786 2,107,521 (—) 
Sth: cinadabenstepanidithieissdia 15,178,607 17,056,638 1,878,031 (—) 
BRITISH COLUMBIA 
March 31 
ERA Cet ABE CS 22,162,657 29,214,217 7,051,560 (—) 
Sirihthde viccureneusiveaetcaeeae 20,389,951 23,226,329 2,836,378 (— 
RRR eare cote 20,208,860 20,582,837 373,977 (— 
PP exces scdcuezeninabicva aan 19,492,791 21,609,637 2,116,846 (— 
MANITOBA 
April 30 
OD ciias cdsdonadnadeteboadibocdhaais 14,631,341 14,641,341 iia 
Ssbitievssanstuecianetaanacirih 12,366,918 14,311,483 1,944,565 (— 
Sotecssscnsdies evdtaciessaceibeeess 13,966,921 14,003,533 36,612 (— 
BM septnapivchlvadiveded dxderks 13,834,632 13,860,705 26,073 (— 
NEW BRUNSWICK 
October 31 
Sl isbhbideassaebssdeasinabinnsunas 5,868,362 6,200,280 331,918 (—) 
Sl icsiupdehasddinatociincdsdectese 5,588,597 5,661,398 | 72,801 (—) 
Sh iiieeisnandesadtadibinessabsbenas 5,436,508 6,313,060 876,552 (—) 
‘ NOVA SCOTIA 
eptember 30 
Riek ieuaés <éanisideatbaeSerosces 8,100,988 7,858,239 242,749 (+) 
inatdrainencipinidlalbhibaaatdlid 7,226,911 8,441,853 | 1,214,942 (—) 
RRL i a OE A 8,014,619 9,306,951 ,292,332 (—) 
ONTARIO 
(October 31 
iessccutebipvdibeeveubicsseecisaah 54,175,233 56,236,031 2,060,798 3} 
OES ha 51,373,052 50,896,626 476,426 (+ 
Miiibisiwsbseterconseubliccessckctécewes 50,067,841 80,667,091 30,599,250 (— 
March 31, 1935 (5 months) .... 26,800,794 34,250,028 7,449,234 (— 
March 31, 1936" 0... ...c.ccc000000 73,705,246 88,311,592 14,606,347 (— 
F i PRINCE EDWARD ISLAND 
December 31 
EA iidistssncesavdusubisusieieliteas 1,149,570 1,453,191 303,621 =} 
Rees neat vie: 1,206,025 1,277,401 71,376 (— 
Si Adethpsascantenisecitalclcadbian 1,263,063 1,392,276 129,213 =} 
ed es lddiaivisakiacais Xiseisteebcs 1,385,777 1,656,924 271,147 (— 
F QUEBEC 
une 30 
SE CTT 36,941,020 37,525,728 584,708 (— 
MD Dnidesncarcaecccobighapsaidet wace 31,023,889 37,864,797 6,840,908 (— 
icin heuteisisentideugpicssiiiiied 28,282,504 33,876,977 5,594,473 (— 
MT digit oie ead 31,778,012 32,520,301 742,289 (— 
sovaee SASKATCHEWAN 
7 
i hintctsccusackbiadiinibiciiss teenies 14,346,010 18,202,677 3,856,667 (— 
Sil hibisiissasscaiameatenntan ics 11'902,647 17,722,936 5,820,289 (— 
Mi ndibelaistit Sistah bia seek idle 14,834 15,413,525 578,637 pes 
ie einenisspliss A sitiediaidahintiaies 14,252,766 16,646,759 1,393,993 (— 
* Estimated. 


These figures show that, during the three year period 
1932-34 inclusive, only two out of 27 provincial Budgets 


‘ were able to show a surplus—that of Nova Scotia in 1932, 


and of Ontario in 1933. There will certainly be no surpluses 
recorded in 1935. Thus, the burden of the economic de- 
pression in Canada has declared itself more clearly in the 
Provincial than in the Federal finances. 

The following table gives the gross and net debt, and the 
contingent liabilities, of each Province : — 











Funded “ Contingent Net Debt 
Debt Net Debt | ‘Liabilities | per capite 
x $ $ % 
Alberta, Dec, 31, "34 ...... 147,383,010 | 112,928,409 9,830,404 154+35 
Brit. Columbia, Nov. 1, '34 | 165,726,371 133,774,539 47,977,587 192-68 
Manitoba, Dec. 14, ’34 ..... 119,048,671 66,806 ,840 8,468,480 95-42 
New Brunswick, Oct. 31,’34] 63,570, 56,109,500 1,670,285 137-45 
Nova Scotia Sept. 30, '34. 73,476,013 50 842,383 438,898 99-18 
Ontario, Oct. 31, ’34 ....... ,038, 
(Unfunded) 61,722,000 

655,760,853 358,476,853 97,782,016 104-45 





"BE nvcsccccccecvod 4,554,000 3,621,371 Nil 41-3 
‘ 162,413,732 | 146,492,779 13,096,260 50-97 
Saskatchewan, July 31, '34 | 161,634,612 | 154,535,553 5,364,151 167-64 

















The tiny Province of Prince Edward Island, whose ened 
tion has been declining for thirty years, is the most happily 
situated as far as debt burdens are concerned; and Quebec, 
one of the large central Provinces, comes a close second. 
Ontario occupies a middle position. Her net debt per 
capita is double that of her sister Province, Quebec, owing 
to the greater enthusiasm of her people for collectivist experi- 
ments and social services. Manitoba is relatively in a much 
better position than the other Western Provinces; but ail 
four of them are in sore financial straits, and in the last five 
years have had continued recourse to the Federal Treasury, 
to which they have incurred heavy debts. At June 30, 
1935, their loans from the Treasury stood as follows: — 


Manitoba .........ccsceceeeeeeeeeeees sa dasiookodeee 11,637,979 
Saskatchewan .......scccerccsccssccvcesccsncscse 39,579,900 
BI sccvecvnsscevcnscccvescecescesesousescaseees 17,553,750 
British Columbia ..........:.ccccecseseeeeeeees 17,364,235 

SMEs concaretisqtnnseiesconedenye scones 86,155,864 


Higher prices for farm products, and the effects of the Trade 
Agreement recently concluded with the United States, 
should help to increase their revenues. But the ex-Premier, 
Mr R. B. Bennett, declared at Calgary on November 20, 
1935, that the fact might as well be frankly faced: All four 
Western Provinces were bankrupt. 
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CANADA’S BALANCE OF PAYMENTS 


Canapa’s balance of payments on international account is 
complicated by reason of very many peculiar factors. 
Among these are: the very close financial insurance and 
trading relations with the United States; the importance of 
the American tourists’ net expenditure in Canada; the 
growing importance of exports of Canadian gold; emigrants’ 
remittances; and e capital movements, at both 
long- and short-term, due to the operations of numerous 
branch and subsidiary plants of American concerns in 
Canada. 

The following summary table sets out the year-to-year 
variations in the components of Canada’s balance of inter- 
national payments. ‘‘ Merchandise ’’ represents export 
values at point of origin and import values at the point of 
original shipment. Freight payments are included under 
‘* other services,’’ together with insurance payments, immi- 
grants’ and emigrants’ funds, tourists’ expenditure, chari- 
ties, royalties, advertising, etc. ‘‘ Gold ’’ includes all gold 
coins and bullion: — 


CaNADA’s BALANCE OF INTERNATIONAL PAYMENTS 
(+ = Surplus; — = Deficit) 
(In millions of Canadian dollars) 


























Goods, Services and Gold 
Year Total 
Merchandise | Interest and Other . Balance 
Merchandise | “Dividends | Services Gold 
| 
ae —161-9 | 207-3 + 73-6 + 27-7 — 267-9 
a ae 83-1 | 211-8 + 122-2 + 35-6 — 137-1 
gr Daa + 55-7 | —206-8 +131-8 — 48-7 — 68-0 
_,. Senay + 16-3 |} —214-9 +176-2 + 67-4 + 45-0 
EEE +175°8 } —213-9 + 166-4 — 20-4 +107-9 
SR + 299-5 207-8 +195-8 — 10-3 +277-2 
SS din SUS0% 00 + 228-3 | — 168-2 +135-3 + 33-0 + 228-4 
Sl ésvédevnce + 100-9 | 170-2 +173°3 + 33-0 + 137-0 
BD wseWasies + 75-6 165-9 + 223-7 + 68-0 +201°4 
= ere 182-3 —171-0 + 240-9 + 46:9 — 65°5 
a ccGebiecs — 162-6 | 184-4 +201-3 — 13-8 — 159-5 
ae 49°5 —181-4 +190-5 + 68-1 + 27-7 
i ass + 41-2 192-0 +156-4 + 66°5 + 72-1 
SEE inwecccs | +111-6 | —225-0 + 62-1 + 91-8 + 40°5 
Dl canenevw + 101-6 230-0 +- 103-0 + 94:2 + 68-8 
* Estimates. 










Canada’s balances on merchandise account and “ other 
services ’’ show very wide ‘‘ swings ’’ duri 
period. Starting with heavy imports on capital account 
the immediate post-war years, she showed net imports 
merchandise account at the same time. Then from 
to 1925 her balances on merchandise and ‘‘ corvioae’? 
account rose steeply, so that the net credit balance also in. 
creased. Between 1925 and the end of 1928, this 
was held, but only by the conjuncture of i 

exports together with an increase in the net of 
foreign tourists in Canada. After 1928, the fall in the world 
wheat price affects Canada’s total exports, and sharply 
transforms her balance on merchandise account into cop- 
siderable debit balances in 1929 and 1930. This import sur. 
plus on merchandise account was almost the same in 

as in 1929; it was cut down sharply in 1931; and in 1932 
Canada’s normal export surplus on merchandise account 
re-emerged. Net exports of gold have greatly assisted in 
the maintenance of the balance of payments; and since 
the sterling and American dollar prices of gold rose in 1 
and 1933 respectively, Canadian net exports of gold have 
continued to increase. Foreign tourists’ net expenditure 
in Canada fell from 1931 to 1932; but thereafter it recovered 
again. Some idea of the importance of tourists’ net expen- 
diture in Canada can be gained when it is pointed out that 
this accounts for more than the total credit balances in 
1931, 1932, 1933 and 1934. Even so, the decline in recent 
years has been extremely serious, as the following official 
table shows :— 


F 


Tourist EXPENDITURE 
(In millions of Canadian dollars) 





1924 1929 1931 1932 1933 1934 





Expenditure in Canada of 




















foreign tourists .......... 173-0 309-4 250-8 212-4 117-1 130-0 
Expenditure abroad of Cana- 

SUID 6 x sk 000 enue 85-0 121-6 76-5 57-4 50-9 60:9 

Credit surplus............. | 88°0 | 187-8 | 174-3 | 155-0 66:2 69:1 




















a 100 ton mill. 


MORRIS KIRKLAND GOLD MINES I? 


(No Personal Liability) 


Tre COMPANY owns approximately 300 acres in the eastern section 
of Kirkland Lake, five miles east of the large producers in the main Kirk- 
land Lake area, with railroad, highway and power line crossing the property. 


A three compartment shaft has been sunk to a depth of 770 feet, with six 
levels established at 125 feet intervals on which extensive lateral work has 
been done, resulting in the blocking-out on two sides of over 40,000 tons 
of good mill grade ore as well as an additional probable tonnage of 10,000 
tons. Deep diamond drilling to a depth of 1,200 feet has made intersections of 
good grade over mining widths. 


The Board of Directors have authorised the plans to be drawn for 




















The Company’s shares are listed on the Toronto Stock Exchange 








HEAD OFFICE: 902 KENT BUILDING, TORONTO 
MINE OFFICE: KING KIRKLAND, ONTARIO 
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In 1933 and 1934, tourists coming from U.S.A. into Canada 
spent three times as much as tourists from Canada spent 
in the U.S.A. And non-American tourists in Canada, 

er with Canadian tourists in all other countries than 
U.S.A., accounted for a very small fraction of the balance 
of tourists’ payments. — ' 

As to capital ame » IN 1925, 1926 and 1927, and 
again in 193I, 1932 and 1934, was a “‘ payer ”’ to 
the rest of the world on balance. These were the yeas in 
which she showed large turnovers to a net ‘‘ active ’’ (sur- 
plus) balance against the world as a whole. In 1929, when 
the merchandise account first showed a “‘ crisis ’’ import 
surplus, short-term funds fell sharply, and there was ‘‘ con- 
siderable repatriation of private short-term capital.”” In 
1930, the deficit on account of ‘* goods, services and gol as 
pea was, “‘ unlike that in 1929, met largely by an 
inflow of foreign capital, and only to a small extent by the 
repatriation of Canadian funds.’’ 

According to the Canada Year Book and other sources, 
the following was the position of foreign investments in 


Canada and of Canadian investments abroad, in 1929, 
1930, 1932 and 1934:— 











In millions of Canadian dollars 
. (End of years) 
vestments in 
ar — 1929 1930 1932 1934 
WAU eetlecscccotsececens 2228-0 2,204-9 * 2,314-0 
By U.SA.. ....cdhshisidone 3,726-8 4,107°3 * 3,920-0 
By other countries ...... 171-2 165-2 * 172-0 
Wath oii i. 6,126-0 6,477-9 6,284 6,406-0 
Canadian investments 
Aue ..s. 80-9 848 75-5 
Bee WP MIE: os chsndearichnces 1,021-8 1,047-3 1,014-0 
In other countries ....... 678-6 699-2 727-5 
pS RDS kage operas 1,781-3 1,831-3 1,817-0 


A survey of Canada’s capital imports in the post-war years, 
and of her capital needs in the future, will be found on 


page 04. * Not available. 





THE STABILISATION OF 


THE CANADIAN DOLLAR 


By JOHN PERCIVAL DAY, Prorsessor or Economics, McGitt UNIVERSITY 


CanaDA returned to the gold standard in June, 1926, and 
maintained it for nearly three years. During 1928 the 
speculative attractions of Wall Street and the high rates for 
call and other money in that centre drew such large funds 
from Canada and the outflow of gold became so serious 
that, in January, 1929, the Dominion Government induced 
the banks to curtail facilities for the export of gold, and this 
was later followed by Government prohibition of gold 
export except under licence. The Canadian dollar depre- 
ciated, and a further fall took place in the autumn of 1929 
—the average value of the dollar was 98.37 United States 
cents for November—owing to the ‘“‘ hold up”’ of the 
wheat export crop. This depreciation was regarded as due 
to peculiar exigencies; the Prime Minister contended that 
Canada had not left the gold standard, meaning, presum- 
ably, that while the country was off the gold standard it 
had not ‘‘ abandoned ”’ it. The collapse in Wall Street 
eased the situation, and by June, 1930, the dollar had 
recovered to parity. 

The next departure from parity was the result of Eng- 
land’s leaving the gold standard in September, 1931. 
Canada’s trade and financial interests are closer and more 
extensive with the United States and Great Britain than 
with any other countries. The fall in the English pound 
tended to pull the Canadian dollar down, and, broadl 
speaking, the result was that, from September, 1931, until 
the commencement of the Rooseveltian monetary policies, 
the Canadian dollar drifted half-way between the levels 
represented by the pound and the United States dollar. 

Throughout this period there was only one incident which 
might be regarded as an attempt to control the value of the 
dollar. During the summer of 1932 the pound continued 
to fall, but the Canadian dollar rose, in terms of U.S. 
currency. Increasing exchange losses were, therefore, 
being sustained by Canadian exporters to England on 
transferring their English proceeds back into Canadian 
currency. Moreover, they were being undersold by com- 
— countries with depreciated currencies. It may have 

n considered desirable to do something to lighten these 
losses. The Dominion Government in November, 1932, 
induced the banks to lend them $35 millions at 4 per cent. 
on two-year notes, and the banks pledged these notes with 
the Ministry of Finance in return for Dominion notes 
borrowed under the Finance Act at 3 per cent. The 
October exchange rate of 91.23 U.S. cents fell to a Decem- 
ber figure of 86.59. It is difficult to decide with any 
confidence whether this action was taken because the 
Government wanted the money or because they wished to 
narrow the gap against sterling. 

Except for the above case, there was no attempt at 
control. The Minister of Finance announced that it was 
considered the best policy to allow the dollar to find its 


own level. It has to be remembered that there was then 
no Central Bank in Canada to co-operate with the Ministry. 
Control would have been clumsy and might have proved 
impossible. Furthermore, the following consideration had 
a good deal of influence: it appeared that most of the 
currencies of the world were either following sterling— 
using this convenient but possibly incorrect term for the 
English paper pound—or adhering to gold. Canada alone 
was definitely in between. The assumption was that this 
divergence into two groups would have to be corrected by 
international agreement and that quite possibly the agree- 
ment might take the form of a compromise, in which case 
the Canadian dollar was, in vulgar parlance, sitting pretty. 
The policy of drift was not regarded as satisfactory, but as 
the best thing ible in circumstances which it was hoped 
would soon be changed. In particular, the depreciation of 
the Canadian dollar as against the United States set up 
severe strains and was especially felt by those who had 
large interest payments to make in U.S. currency, while 
the appreciation of the Canadian dollar as against sterling 
hit Canadian exporters to Britain, of whom the wheat trade 
was the most important. Had control of the Canadian 
dollar been possible and attempted, a rise in its value would 
have helped the municipalities and business corporations 
to get less expensive U.S. dollars, but would have added 
to the injury of those engaged in the wheat and other 
export trades to Britain; a fall in the value of the Canadian 
dollar would have had exactly opposite results. On the 
whole, it was considered wiser to take the buffets from both 
sides rather than a knock-down blow from one. Whether 
wiser or not, the policy of drift was undoubtedly the easier, 
and it was adopted. 
DEVELOPMENTS SINCE 1932 F 
Conditions have altered in three ways since 1932. Firstly 

since the revaluation of the U.S. dollar it has no longer 
been easy to recognise the Canadian dollar as drifting half- 
way between two levels which are expected ultimately to 
be adjusted by compromise agreement. Secondly, with the 
collapse of the London Economic Conference of 1933, the 
difficulties of international agreement and co-operation in 
monetary and currency policies are better understood. It 
is hardly necessary to recapitulate to readers of the 
Economist all the obstructions that would have to be 
cleared away before a return to gold as an international 
standard of value would be possible. The remedy for the 
world’s currency evils is, and will always be, by inter- 
national co-operation, but the easy faith of many people 
in 1932 that this was shortly to be accomplished has 
Thirdly, a central bank has now been established in 

with the declared aim of regulating credit and currency in 
the best interests of the economic life of the nation and of 
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controlling and protecting the external value of the national 
monetary unit. Furthermore, by the Exchange Fund Act 
of July, 1935, a fund in the nature of an Exchange Equali- 
sation Fund was provided for the purpose of endeavouring 
to control the external value of the Canadian monetary unit 
or of checking undue fluctuations in its exchange value. 


THE IMMEDIATE OUTLOOK 

To-day, therefore, (1) it is no longer possible to feel any 
assurance that the Canadian dollar is drifting along at a 
level which may not unreasonably be expected to be close 
to that which an eventual international conference would 
succeed in selecting and establishing; (2) any international 
agreement seems much more remote than before the failure 
of the London Conference; and (3) Canada has now 
machinery for attempting the control of her dollar. It 
ought to be recognised that, although all three currencies 
have drawn much nearer together, there should be less con- 
tentment with a policy of drift. At any rate, there does 
now exist greater possibility of control. 

Yet, there does not appear to be any clear evidence that 
the Bank of Canada, the last Government, or the new 
which took office in November, have decided on any de- 
finite policy or any change from allowing the Canadian 
dollar—no doubt more closely watched—to find its own 
level. 

Actually, the Canadian dollar has fallen from 102.93 
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U.S. cents in September, 1934, to 99.25 in 

1935, a fall of 3.5 per cent., while the English pound felj 
from 499.40 to 493.06, or 1.2 per cent., in the same period, 
The greater fail of the Canadian dollar does not a 

have been deliberately engineered—though the 

ment has been making greater use of Treasury bills—but 
has been brought about by the influence of capital moye. 
ments. Comparing the first nine months of each year, 
sales of Canadian securities to Great Britain fell from 84 
million dollars in 1934 to 19 million dollars in 1935, while 
purchases of British securities by Canada rose from 15 mil. 
lion dollars in 1934 to 31 millions in 1935. Possibly the 
Ontario Government’s action on the power contracts, Ma 
McGeer in Vancouver, and the Social Credit victory in 
Alberta, had their influence. 

If the policy of allowing the Canadian dollar to find its 
own level should be abandoned and some efforts at contro] 
be made, it is probable that either stability with the U.S, 
dollar or with sterling will be sought, though there is always 
the possibility of a purely domestic standard. 

The main arguments for linking up with the U.S. dollar 
are that about 60 per cent. of Canada’s international com- 
mercial activities are carried on with that country, and any 
considerable premium on New York funds involves serious 
losses to important Canadian interests. The main argu- 
ments for linking up with sterling are that, in default of any 
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Designers and Constructors of the Mining Plants for 


HUDSON BAY M. & S. CO., SAN ANTONIO GOLD, McKENZIE RED 
LAKE, PICKLE CROWE, HOWEY GOLD, and more than 100 others 
throughout the Mining Wor'd 
100 ADELAIDE ST. WEST — TORONTO 


ADELAIDE 3265 














HOWEY GOLD MINES 


LIMITED 
(No Personal Liability) 


CAPITALIZATION 
5,000,000 SHARES $1.00 PAR VALUE 


® 
Officers and Directors 


. BIRKS, K.C._ - - President 
. CHERRY - - Vice-President 


.A.NORTHWAY -_~ - 
J. E. HAMMELL - =  Dhirector 
FRASER D. REID General Manager 
EDWARD FUTTERER 

Resident Manager 
B.E. MARTIN -_ Assistant Secretary 
® 


Mine and Head Office : 
RED LAKE 
DISTRICT OF PATRICIA, ONTARIO 
e 


Toronto Office : 
FEDERAL BUILDING — TORONTO, ONT. 


Director 





























ELDORADO GOLD 


MINES LIMITED 


OFFICERS : 
CHARLES L. LaBINE 
President 


GILBERT A. LaBINE 
Vice-President and Managing Director 


J. F. DALY M.L.POCHON WM. WALTON 
A. J. GILLIES H. M. TARRAS, Sec.-Treas. 


Only Producers and Refiners of Radium Salts 
and By-products in the British Empire. 
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international agreement, sterling appears likely to become 
(unless the rearmament expenditure pobeste, sane the 
international unit of value for the co ial world, and 
any considerable fall in the Canadian dollar value of ster- 
ling would cripple the Canadian export trade, by which 
the country must live. 

The revaluation of the gold holdings of the Bank of 
Canada at the United States price under the Exchange 
Fund Act of last July may appear at first sight to suggest 
that the choice had already been made to link up with the 
United States dollar, but that is not the case. The re- 
valuation was not specifically at $35 an ounce, but was, 
and is to be, at ‘‘ current market price.’’ The paper 
‘* profit ’’ of the revaluation has been put into a special 
account at the disposal, as soon as this section is put into 
force by proclamation of the Governor-in-Council, of the 
Minister of Finance for Exchange control. The substantial 
change wrought by the Act is to enable the Minister of 
Finance to use a portion of the Bank’s assets secretly, 
instead of the Bank using it openly, for exchange control. 

So long as the three currencies of Canada, the United 
States and Great Britain keep together there will probably 
be little attempt at currency management in Canada. 
There has been raised, of course, the contention that the 
present value of the Canadian dollar is too high to carry 
the burden of indebtedness, to permit of any adequate 
adjustment of costs to present prices, and to absorb the 
unemployed. Any deliberate overt depreciation of the 
Canadian monetary unit is, however, most unlikely unless 
the other two currencies are also depreciated. Too many 
reasons and too many powerful interests are against it. 


CONCLUSIONS 


The real test of the policy of letting the Canadian dollar 
find its own level will only arise acutely if there should 
again occur a marked divergence between the levels of the 
United States dollar and sterling. There are various 


developments that might occasion this: the case that leaps 
reer ng Berd seer tol ntsc anys in the United 
States. It is recognised that tremendous potentialities for 
‘ inflation ’’ exist in that country, and it is none too certain 
that the authorities could check it once it got well away. 
If the United States dollar fell rapidly and considerably 
as against sterling, unwilling to go the same pace, what 
would be the attitude of Canada? Would there be drift or 
some attempt at currency management? 

The chief objectors to currency gy ry ewer have 
hitherto been the conservative-minded, the ing and 
financial interests. ent has always meant to 
them an attempt to d te the Canadian dollar; they 
have disliked it as a us monkeying with money; 
the Alberta elections have made them more nervous; and 
they have especially disliked it as tending to bring back the 
difficult times of 1932, when the necessary purchase of 
United States dollars at a substantial premium brought 
heavy losses to many Canadian institutions. However, if 
management came to mean not following the United States 
dollar wildly down, but an effort to achieve less instability 
and to reduce a too large premium on the Canadian 
dollar, it is only reasonable to suppose that this opposition 
would be considerably weakened. 

Whatever particular contingencies are considered, the 
main conclusions seem to be these: (1) that the time is not 
yet ripe for Canada to attempt any independent stabilisa- 
tion of her monetary unit; (2) that in the event of wide 
divergence recurring between the levels of the United 
States dollar and sterling, Canada would be well advised 
to attempt some management directed towards keeping her 
dollar nearer to the less wildly fluctuating unit; (3) that 
any pronounced movement of the Canadian dollar inde- 
pendent of the other two currencies should be checked by 
appropriate action on the domestic currency and credit 
situation, unless in the last resort the only possible way 
out of the financial and economic difficulties proved to be 
by depreciation. 





VII.—BANKING AND INSURANCE 
TRENDS IN CANADIAN BANKING 


By PROFESSOR J. F. PARKINSON 


THE typical Canadian bank is a comparatively large institu- 
tion, operating branches across the country and trans- 
acting a traditionally British commercial and deposit- 
banking business. Government regulation of banking in 
Canada is a matter of Dominion jurisdiction, so that the 
development of Canadian banks since Confederation has 
been free from the problems which divided authority 
creates, in contrast to the situation in the United States. 
Canadian banks have, therefore, been able to extend their 
branches across the Dominion as fast as the frontier was 
pushed outwards. The centralisation of reserves and 
management which a branch-banking system provides has 
simplified the task of keeping assets liquid and diversified. 
The Bank Act prescribes a minimum of financial strength 
which has effectively eliminated the possibility of any 
gtowth of small regional banks comparable to those which 
grew up in the United States in the same period. Far from 
proving a handicap to new communities the system of large 
banks, coupled with their note-issuing powers, have enabled 
banks in the past to provide banking facilities for new com- 
munities as soon as they began to be settled. The existence 
of private note issues to-day appears to some people to be 
an anomaly. There can be little doubt, however, that this 
power of the chartered banks—destined for considerable 
Teduction over the next fifteen years—has cheapened the 
cost of maintaining till money in remote branches. To that 
extent it has speeded up the provision of banking 
accommodation. 

The consolidation movement which took place in pre- 
war days, and to some extent after the war, has reduced 


the number of banks from a maximum of 41 (in 1885) to 
the present ten. Of these, the four largest together possess 
roughly 75 per cent. of the total banking assets. The 
business of these ten banks was carried on at 3,527 branches 
at the end of 1934; some 550 unprofitable branches have 
been closed since 1930, including several foreign agencies. 

Following the model of the First Bank of the United 
States, the original charter of the Bank of Montreal (1817) 
contained a provision forbidding the Bank to hold any real 
estate beyond what was necessary for the conduct of its 
business. The first Bank Act, that of 1871, applied this 
provision to all banks by denying them the right to make 
advances against the hypothecation of land or immoveable 
property. it is of course a mere commonplace that legis- 
lation cannot guarantee banking liquidity. If banks cannot 
lend on land there is nothing, for example, to prevent them 
investing in municipal bonds, which are based in turn on 
inflated assessments. In actual fact, however, there is no 
reason to believe that the banks have suffered any serious 
losses during the depression because of their security 
holdings. 


Despite, therefore, the absence of any other important 
legislative restrictions over the disposition of assets and 
reserves, the Canadian banks have shown remarkable 
strength throughout the depression. They have been able 
to withstand the deflation of collateral values without a 
single failure, although the Weyburn Security Bank, a 

urely western institution, was absorbed by the Imperial 

ank in I93I. 
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United Gold Equities of Canada, Limited, is 
a successful means of diversified investment in 
the cream of the mining industry, through the 
ownership of shares in a single company. 

Its investment portfolio comprises holdings in 
33 companies, mainly established Canadian 
dividend-paying gold producers, and the Com- 
pany, which was organized in June, 1933, has 
already paid a total of 274% upon the par value 
of its shares in cash dividends and bonuses to 
shareholders. 


United Gold Equities of Canada, Ltd. 


(Unigold) 


At the same time it has increased its assets 
approximately five times. 
The investment holdings of United Gold Equities 
of Canada, Limited, are selected and continuously 
supervised by its Board of Directors and Officers, 
composed of mining engineers, geologists, and 
financial men. 
A copy of the Unigold prospectus, with 
a brief description of the properties in 
which it owns large interests, will be 
supplied on request. 


UNITED GOLD EQUITIES OF CANADA, LTD. 
Royal Bank Building, Montreal 














Duparquet 
Mining Co.., 
Limited 


(No personal liability) 


Shares of this Company, which was incorporated in 
November, 1927, to take over the present holdings 
of the Company in Duparquet Township, Province 
of Quebec, provide a very attractive speculation in 
the gold mining industry of Canada. 
The Company owns claims consisting of approxi- 
mately 1,037 acres in a readily accessible area, 
reached both by highway and by a light-gauge 
railway connecting with the Canadian National 
Railway’s main line from Rouyn to Montreal. 
The presence of an ore-body of commercial 
value and size has been established. 
Current work, and that planned for the next 
few months, is to determine the extent of the 
ore-body laterally and at depth, so that mining 
plans may be decided upon. 
The Duparquet property has two sets of conditions 
favourable to the existence of ore-bodies, and the 
presence of gold ore of paying value has been 
demonstrated in both areas : 

(a) on the north and west, at contact between 
porphyry and greenstones, in conditions similar 
to those in which the adjacent Beattie Mine is 
finding its ore; 

(b) on the south and east, at contact between por- 

hyry and sedimentary rocks, as in the Granada, 
ic, and certain other mines of the district. 
of the Duparquet property, showing location, 
ves 4 and value of the ore-body on which current 
work is progressing, will be sent on request. 


DUPARQUET MINING Co., 
LIMITED 
Royal Bank Building Montreal 
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Canadian Commodity 
Exchange, Inc. 


Canadian Bond Dealers’ 
Association 
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ROYAL BANK BUILDING 
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Cable Address : *“ CURDANCO ” 


Branches throughout Eastern and 
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Some indication of the nature of the commercial loans of 
the banks is given in the following table, the first of this 
kind to be made available by the Government statistical 
services : — 

CHARTERED BANKS OF CANADA, OcToBER 31, 1934 
CLASSIFICATION OF LOANS 


($ millions) 
1. Provincial Governments... ............csecsceeseceerseescesenes 26 
2. Municipal governments and school districts .............. 107 


3. Agriculture— 
(a) Farmers’ loans, cattle loans, fruit growers 64 
(b) Loans to grain dealers, grain exporters and 


seed merchants...........csccccccscescesccseces 150 
— 214 
4, Financial— 
(a) Call loans and other accommodation to 
brokers and bond dealers .................. 90 
(b) Loans to trust, loan, mortgage, invest- 
ment and insurance companies and other 
financial institutions.....................s000. 69 
(c) Loans to individuals against approved 
stocks and bonds not otherwise classified 115 
— 275 
5. Merchandising, wholesale and retail .................s.0s005 117 
6. Manufacturers of and dealers in lumber, pulpwood, 
and products thegeok ........ccccccccesscserecesesecenceconcnn 74 
7. Other manufacturing of all descriptions.................... 140 
GD MRI .... vnecscccccedscscecsscscesvncessonsshacnatvetanedehincneoes 6 
9. Fishing, including loans to packers and curers of fish 6 
10. Public utilities, including transportation companies ... 71 
11. Loans to building contractors and others for building 
PUTPOGED ..... .ccereseccevccccccosecorssconsscoccccssesnoosescccoes 21 
12. Loans to churches, parishes, hospitals, charitable and 
Setioms ARs cvcncceccevescseversectescesapececesqacess 19 
OE Qeee BOR ines vccuccheccecisssccocecccipntentinntarienibeunaans 66 
TORR ccvedereesceccsscosovacccsyiuidpesnnbenpslalaidnnes 1,149 


The behaviour of the more significant items in the 
balance-sheet position of the banks during the last six 
years is roughly indicated in the next table : — 


PRINCIPAL ASSETS AND LIABILITIES : CHARTERED BANKS 
OF CANADA, 


($ millions) 


Cash Re- 
in Securi- Loans De- Dis- 
Hand ties posits counts* 

50 


1930—January ..... 210 431 1,728 2,166 
DOT siecosues 199 447 1,617 = 2,081 32 
1931— January ..... 197 593 1,464 2,032 13 
DO: anceunaie 183 694 1419 2,059 8 
1932— January ..... 210 674 1,378 1,989 43 
| ar 194 674 1,291 1,873 39 
1933—January ..... 219 784 1,183 1,907 47 
BORG jesecece 209 865 1,150 1,958 50 
1934— January ..... 209 836 1,116 1,877 44 
EP  hacetens 214 850 1,093 1,940 40 
1935—January ..... 248 973 1,049 2,014 35 
. 2a 239 1,031 1,015 2,031 eae 
October ...... 269 1,116 1,086 2,090 


* Advances of Dominion notes from the Treasury Board under 
the provisions of the Finance Act. Provision for ‘‘ re-discounting ” 
has now been assumed by the Bank of Canada, but no use has been 
made of this facility since the opening of the bank in March, 1935. 


The most outstanding feature is the continuous shrinkage 
which is shown to have taken place in the amount of bank 
loans and discounts (column 3). This, of course, is the 
point at which most of the other balance-sheet changes 
originated. Following hard on the heels of the collapse of 
export prices and the beginning of the depression in Canada 
in late 1929 bank loans were rapidly repaid and lines of 
credit in many cases were not renewed. During 1930 alone 
loans diminished by approximately $250 millions, a 
shrinkage of 15 per cent. Thereafter the decline was less 
precipitate, but continued steadily until July, 1935, when 
Oans stood at $1,015 millions. This represents a decline 
of 41 per cent. from the position at the end of 1929. The. 
reduction in loans was not, of course, the consequence of 
any marked shrinkage in cash reserves. On the contrary, 
cash reserves showed no diminution—which, in view of the 
suspension of the gold standard, is not unexpected. Com- 
pared with their total liabilities to the public, cash reserves 
of the banks as a whole rose from rather less than 7 per 
Cent. in the boom period to rather more than 9 per cent. 
to-day. At the same time, the rediscounting facilities pro- 
vided by the Treasury Board have not been used during 
this period to the same extent as formerly. 


THE BANKS TAKE UP SECURITIES 


Unable to discover safe o ities for investment in 
commercial loans, the Canadi 
to increase their holdings of securities in order to maintain 
their earning assets at an adequate level. This fact, 
coupled with the pressure exerted later by Government 
borrowing, explains the growth of bank lios. It is 
possible, of course, to a virtue out of the necessity of 
financing Budget deficits by new borrowing and to describe 


the process as bein of Canada’s licy. 
However, security seas in 1930 ascr ce “ e to 
offset the reduction in deposits produced by the repayment 
of commercial loans. Part of the excess cash reserves of 
the banks were even used to repay Treasury Board 
advances (rediscounts). 

In the first half of 1931, and in the last two months of 
the year, bank purchases of securities again increased con- 
siderably. The presumption widely entertained is that the 
banks desired to support the market during the flotation of 
the Government’s National Service loan of $215 millions. 
At all events, bank portfolios were reduced as soon as the 
Government issue was out of the way, and remained com- 
paratively unchanged throughout the first nine months of 
1932. The reduction in loans and deposits, therefore, pro- 
ceeded simultaneously. During this whole period from the 
beginning of 1930 until October, 1932, there is no reason to 
suppose that any active monetary policy was pursued in 
Canada. The “‘ rediscount ’’ rate remained at the same 
level] as in 1929, namely 4} per cent. In the absence of a 
monetary authority clothed with adequate powers, possibly 
no effective control was feasible in any case. 


EXPANSIONIST POLICY 


The fall in commodity prices continued throughout 1931 
and 1932, but less steeply in the second half of the period— 
partly in consequence of the depreciation of the Canadian 
dollar on the foreign exchanges. Towards the end of 1932, 
however, the Government began the first of its attempts to 
produce a condition of ‘‘ easy money.’’ The subsequent 
change in bank assets must, therefore, be interpreted in the 
light of this policy. In November of that year Mr Bennett 
tare the banks to purchase $35 millions of one-year 

reasury Bills, paying 4 percent. The banks in turn were 
to pledge these Bills as security for an advance of Dominion 
notes of a similar amount under the Finance Act. The 
result of this operation was that bank deposits and bank 
reserves were expanded, and the Government got its money 
at a net cost of 1 per cent. This virtually placed the banks 
under the necessity of increasing their earning assets, and 
security holdings began to increase. 

The ultimate effects of this expansionist policy were not 
very great, because loans continued to decline and the 
banks took the earliest opportunity to liquidate their earlier 
borrowings under the Finance Act. Canadian banks for 
the most part do not relish the idea of being permanently 
indebted to the currency authority. Against this obstacle 
the first effort in the way of “‘ reflation ’’ made little head- 
way. The sales of Canadian securities by foreign holders 
about this time temporarily drove bond prices down and 
strengthened the more orthodox in their convictions that 
** no good could come of inflation.”’ 

The next move came in the spring of 1933, when the 
banks, not without Government encouragement, reduced 
the rate paid on savings deposits from 3 per cent. to 2} per 
cent. Until recent years the rate of interest charged by the 
banks on good commercial loans has been fairly rigid in 
good times and bad, being held constant at around 6 
cent. throughout the depression period, with rather high 
rates prevailing in the western provinces. The reduction in 
the savings deposit rates in May, 1935, constituted the first 
change in thirty years, and it was not until November, 
1934, on the occasion of the second reduction in deposit 
rates, that loan rates were officially lowered. Even at that, 
the reduction was confined to agricultural and municipal 
borrowers. The pressure to reduce rates of interest paid 
on deposits came partly from the fall in the yield from 
bank investments, and partly as a result of the Govern- 
ment’s desire to prepare the capital market for further 
Government borrowing. 


banks have felt compelled 
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NORANDA MINES, LIMITED 


CANADIAN COPPER REFINERS LIMITED 


Head Office: 804 Royal Bank Building, Toronto, Ontario, Canada 








OFFICERS 


JAMES Y. MURDOCH, K.C. .. 


S. C. THOMSON .. 
T. N. HAY.. 


S. C. THOMSON .. 


President 


Vice-President 


Secretary and Treasurer 


DIRECTORS 
JAMES Y. MURDOCH. K.-C. .. 


ee 


HARRY G. HASKELL 
NOAH A. TIMMINS 


A. L. ELLSWORTH 
F. M. CONNELL .. 


H. W. CHADBOURNE .. 
IRVING W. BONBRIGHT 


Toronto, 


Ontario 


New York, N.Y. 


Wilmington, Delaware 
Montreal, Quebec 


Toronto, 
Toronto, 


Ontario 
Ontario 


New York, N.Y. 
New York, N.Y. 























NORANDA, QUEBEC 


MONTREAL EAST, QUEBEC 


ERNEST HIBBERT Toronto, Ontario 

Tons of Ore 

Concentrate Pounds of Gold Silver 

and Refinery Fine Copper Produced Produced 

Year Slag Smelted Produced Ozs. Ozs. Dividends 
1927 10,740 552,345 767 2,644 
1928 271,926 33,065,261 52,949 186,277 o° 
1929 428,221 $1,223,115 68,732 334,279 —-1,679,829-00 
1930 734;072 752509,373 117,393 691,920 3,919,601 -00 
1931 765,544 62,859,355 253,363 $58,801 _—1,119,886-00 
1932 .. oe -» 918,567 63,013,485 341,350 619,597  2,844,914°36 
1933... oe +» 1,010,629 65,008,731 284,675 510,739  35457:314°77 
1934 1,050,684 70,175,512 248,615 552,809  §,179,544°00 
ORE RESERVES 
Tons Copper Gold per ton 
Sulphide ore over 4% copper 6,826,000 7.25% 0.166 oz. 
Sulphide ore under 4% copper .. 20,497,000 1.04% 0.198 oz. 
Siliceous fluxing ore a ae 982,000 0.15% 0.142 0z. 
Producers of 
C.C.R. 
COPPER SELENIUM TELLURIUM 

Mine at Refinery at 
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Bank holdings of securities continued to increase slowly 
until the Dominion Conversion Loan of October, 1933, 
had been satisfactorily disposed of. Thereafter, portfolios 
were slightly reduced. In the first six months of 1934 no 
change in security holdings took place; loans began to show 
a slight increase, while the improved rate of turnover of 
bank deposits reflected the improvement in business con- 
ditions generally, the result of better export trade and 
higher prices. 


EXPANSION OF CASH RESERVES 


The second example of monetary ex ion came in 
June, 1934. The results were subsequently reflected in the 
growth of bank credit. At that time the improvement in 
business conditions which had proceeded in Canada in line 
with the upturn in the United States in the latter part of 
1933, appeared to have come to an end. The enormous 
recovery of the Canadian dollar in terms of U.S. currency 
in the period 1933-34—a product of the devaluation policy 
of Mr Roosevelt—provided some justification, and the 
opportunity, for another dose of monetary expansion. The 
Government therefore amended the Dominion Notes Act 
in such fashion as to reduce the statutory minimum gold 
reserve to 25 per cent. This requirement was held to be 
thoroughly in line with orthodox opinion in the world at 
large with respect to the size of minimum reserves. The 
Government then proceeded to issue an additional $52 
millions of Dominion notes justifying its action with the 
argument that existing gold reserves were in excess of 
ordinary requirements. This new money was then used 
to defray ordinary Budgetary expenses—all in the name of 
orthodoxy, of course. This transaction explains the steady 
growth in bank cash reserves from $192 millions in June 
to $250 millions in November. In effect, bank reserves 
became large enough, theoretically, to support an even 
greater volume of loans and investments than prevailed in 
boom times. To maintain their earnings—threatened 
somewhat by the resultant unprofitable increase in de- 
posits, the banks were obviously under some necessity 
to increase their security holdings. We find accordingly 
that the total of securities in bank portfolios increased 
steadily from $910 millions in October, 1934, to $1,115 
millions in October, 1935, an increase of $195 millions over 
the twelve-month period. 

Security purchases again caused deposits to increase. 
Part of the increase took the form of savings deposits, on 
which interest had to be paid—while the yield from invest- 
ments was still falling. There is no cause for surprise, 
therefore, in the fact that the banks were impelled to 
reduce the savings deposit rate from 2} per cent. to 2 per 
cent. in November, 1934, and (some months later) to cease 
paying interest on the savings of corporations or those 
acting for corporations. The general rate charged on loans 
and discounts remained unchanged, however, although 
some new business is probably now being conducted at 
slightly lower rates. 

Before leaving the subject of bank credit in Canada 
some mention should be made of the recent growth of 
demand deposits relatively to current accounts. The 
movement of this ratio provides a valuable indication of 
the trend of business. At the peak of the 1929 boom 
demand deposits were equal to 54 per cent. of the total 
savings accounts. At the low point of the depression in 
February, 1933, this ratio was at its lowest at 31 per cent. 
Since then it has risen steadily and stood at 43 per cent. 
in October, 1935, the highest level reached so far. 


THE BANK OF CANADA 


It may be held that the absence of central banking 
machinery accounts for the lack of any monetary policy 
in Canada before 1932. The Report of the Macmillan 
Commission (Canadian) rather confirms this judgment so 
far as the boom period is concerned. This omission has 
now been repaired. The Bank of Canada was incorporated 
by Parliament in the summer of 1934. The capital of the 

ank was raised by public subscription, and provision was 
made for a wide distribution of the shares. The choice of 
Mr Graham Towers and Mr J. A. C. Osborne as Governor 
and Deputy-Governor, respectively, has met with general 
approval. The election by the shareholders of the entire 


Chamber of Commerce “‘ slate ’’ for the seven director- 
ships, however, has led to considerable criticism and 
strengthened the demand for the reconstruction of the 
institution as a publicly-owned central bank. 

The issue is in many ways superficial, or terminological. 
In reality supreme control over central bank policy already 
resides in the Executive Committee of the bank, of which 
two out of the three voting members (the Deputy Minister 
of Finance is a member without voting power) consist of 
the Governor and his Deputy, both Government ap- 
pointees. Besides this the Governor of the bank has the 
power of veto over any of the proposals of the committee 
or of the wider board of directors. The Liberal platform 
in the recent election pledged the party to restore 
“‘ control by the State over currency and credit by the re- 
constitution of the Bank of Canada.’’ It is therefore 
highly probable that some changes will shortly be made. 
They may possibly take the form of an increase in the 
number of public representatives on the board of the bank. 
It will be interesting to see whether any reduction in the 
supreme powers of the Governor is intended. 

The Bank of Canada began business by taking over the 
assets held by the Department of Finance against the 
Dominion note issue, and assumed the liability attaching 
to such notes as were outstanding. The chartered banks, 
in turn, built up their deposit balances at the central bank 
by a transfer of gold, Dominion notes and securities. 

nder the Bank of Canada Act every chartered bank is 
required to maintain deposits with the central bank equal 
to not less than 5 per cent. of its deposit liabilities. Such 
deposits at the Bank of Canada now stand at $186 
millions, constituting practically the entire cash reserves 
of the banks. 


CENTRAL BANK OPERATIONS 


Up to the present the operations of the Bank of Canada 
have been of a routine character. It has become the clear- 
ing house for the settlement of inter-bank indebtedness 
(such balances were formerly settled by the transference of 
legal tender from one bank to another). It transacts most 
of the Dominion Government’s banking business and pro- 
vides for the servicing of the national debt. Apart from 
these routine tasks it is anticipated that the bank will 
assume responsibility for the control of currency, bank 
credit and the foreign exchanges in accordance with the 
monetary policy agreed upon by the bank and the Govern- 
ment. So far, the economic situation has not been deemed 
to require any noticeable intervention on the part of the 
bank. 

Table 3 below shows the principal items in the bank 
statement to-day, as compared with the position of 

uly 3rd, just previous to the revaluation of gold reserves. 
he important changes in the balance sheet position are 
largely the result of this transaction. 


BANK OF CANADA STATEMENT—PRINCIPAL ITEMS 


($ millions) 
July 3, Nov. 27, 
1935 1935 
Notes in Circulation ..........ccsssssccsseseccecceceees 77 93 
Government deposits .........ssecesseeeecseeeeseesens 25 32 
Chartered Bank deposits .........:.sssssesessereseees 171 185 
Dominion Government securities ..............+++5 150 117 
(Of which short-term securities) ..............++ (31) (33) 
Advances to Dominion Government .............. 4 2 
Total: BOROG IGE. ocescchditdcnchcche Sedettecbsiséoncccsdadé 122 196 
(Of which reserves in U.S.A. funds) ........... (14) (12) 
Per cent. Per cent. 
BROMO BO isin pc cceuspubicenqnuteenardiiineintibeineses 43-0 62-9 


From what has been said it is obvious that there was 
and still is no likelihood of any demand for a central bank 
accommodation on the part of the banks, most of whom 
possess excess reserves already. Nor has there been any 
need for the adoption of an ‘‘ easy money ’”’ policy. Mr 
Bennett’s injection of $52 millions of new money into 
bank reserves in 1934, together with the influence exerted 
by the low rates prevailing in the United States, has 
rendered further activities in this direction superfluous. 
What security purchases have been made by the central 
bank have been designed merely to offset the restrictive 
effects of the various transactions incidental to the building 
up of the bank’s original assets. The bank has also con- 
tinued the policy initiated by the Department of Finance 

































































- 


‘ ‘a C 
oy ewong a 
LR i tag emt etme a op 


Sasa, gee 
fi » 
| caasetataeanaisitelOs! APL RABIN I: pee 


oe Latif : 
a 


it 




















































AC MOLY ah IEP SINE ANT 
. yee ay erm oy ad 
a Se od 


ssn untonearehensestnneisinten tattle A NAOT OE ALR ELLEN AIOE 
“3 h » hie , 


S54 P*Spiai Review | 


THE ECONOMIST 














MOonTREAL TRUST COMPANY 


incorporated 1889 


CAPITAL PAID UP - - = $2,000,000 
RESERVE - - - - - $2,500,000 


SIR HERBERT S. HOLT A Montreal Trust Com- 


President all 
pany has every facility 
HON. A. J. BROWN, 

K.C. for serving you to 


Vice-President the best advantage, 
in the following 


capacities : 


F. G. DONALDSON 
General Manager 


W. S. GREENE 
J. P. ANGUS Trustee - Executor 
Assistant General te Se 
Managers Administrator 
a Assignee - Guardian 
Montreal Office : Liquidator - Curator 


511 Place d’Armes 


Receiver - Seques- 
H. J. Knubley, 
Manager trator - Trustee 
BRANCHES for Bond Issues 


Halifax, Toronto, 
Winnipeg, Edmonton, 
ge John’s, Registrar of Stocks 

London, Eng. vy of Companies 


Transfer Agent or 


































ECONOMIC 
INVESTMENT 
TRUST, Limitea 































Formed by British 
and Canadian capital 
in 1927. Dividends on 
the ordinary shares 
have been paid since 
incorporation. 












HEAD OFFICE 
67 YONGE ST. 


TORONTO 
CANADA 














INLAND TRANSPORTATION 





ENTERED CANADA 1851 


Heap Orrice For CaNnapDA 
500 PLACE D’ARMES 
MONTREAL 


ALLAN F. GLOVER 


MANAGER FOR CANADA 














THE 
LIVERPOOL 
LONDON 
GLOBE 


INSURANCE CO. LTD. 
ESTABLISHED IN CANADA 1851 


Heap Orrice For CANADA 
500 PLACE D’ARMES 
MONTREAL 


MANAGER FOR CANADA 


ALLAN F. GLOVER 


BRANCHES 


TORONTO — _ WINNIPEG 

















January 18, 1936 


THE ECONOMIST 


Poamtc) 55 





a few years ago, whereby the Government has come to 
rely to a greater extent for its financing on the sale of 
three-month Treasury bills. The willingness of the Bank 
of Canada to purchase such bills has widened the sco 
of the market and enabled the Government to borrow, / 
the tender method, at a rate averaging 1.5 per cent. in 
recent months. The development of such a short term 
market—the first of its kind—is expected ultimately to 
give the bank room in which to operate when the occasion 
arises. 

The increase in the reserve of the Bank of Canada over 
the eight-month period is the result of the revaluation of 
the existing gold reserves undertaken last July. The gold 
reserve, originally valued at $20.67 per fine ounce, was 
revalued at approximately $35 per ounce. The “ profits ’’ 
were shared by the Government and those chartered banks 


which had been compelled earlier to hand over their gold 
reserves to the Central Bank. 

The Government ‘“‘ profit,’’ equal to roughly $70 
millions (out of a total ‘‘ profit ’’ on revaluation of, say, 
$80 millions) was transferred to it in the form of a small 
increase in deposits and by the return of some of its 
securities held by the central bank. It was announced 
at the time that this ‘‘ profit ’’ was to be used to establish 
an exchange equalisation fund, to be managed by the 
Department of Finance. No operations appear to have 
been undertaken by this account up to date. 

All in all, then, the Bank of ada may be said to 
have been born too late in the depression for the exercise 
of monetary heroics. But if it has not been baptised with 
fire, it may yet come to play a useful réle in what to 
Canada is a new field—that of monetary control. 





LIFE ASSURANCE IN CANADA 


By Mr ARTHUR B. WOOD, B.A., F.LA., F.A.S., F.A.LA., F.C.A.S., PREsIpENT AND MANAGING D1RECTOR OF THE Sum LiFE 
ASSURANCE CoMPANY OF CANADA 


CanaDA, although it is a comparatively young country, has 
the enviable record of being second only to the United States 
of America as the most highly insured nation in the world. 
At the end of 1934, more than 6,300,000 policies, assuring 
a sum of $6,200,000,000, were held by an estimated popu- 
lation of 10,800,000. This wide distribution of life insur- 
ance benefits has been attained largely during the course 
of the present century. When the Dominion of Canada 
was formed by a union of the provinces in 1867, the per 
capita insurance amounted only to about $10.00, and in 
1900 it was only $80.00. By the end of 1934 it had in- 
creased to $570,000, while in the United States the corres- 
ponding amount was $780.00, and in Great Britain $300.00. 


In the year 1900, payments to policyholders in Canada 
and to their beneficiaries amounted to $9,000,000, and in 
1934 they amounted to $169,000,000. The average policy, 
ordinary and industrial business combined, amounts to less 
than $1,000; so it is apparent that life assurance settlements 
eventually find their way to the modest or humble home. 
The circumstances which occasion these payments are 
death, survival to old age, or financial emergency. On 
these occasions, money has a special value because it re- 
places earning power which has been lost or greatly reduced; 
and upon which, in the majority of instances, helpless 
people are dependent. 


During the last five years when Canada was experiencing 
the most severe business depression in its history, and when 
unemployment and financial distress became an almost in- 
surmountable national problem, an amount of $826,000,000 
was disbursed to Canadian policyholders. This amount 
exceeded the total. expenditure of Dominion, Provincial 
and municipal authorities for the relief of unemployment; 
and it was approximately equal to one-half of the total 
ordinary expenditure of the Dominion Government. This 
comparison serves to illustrate not only the magnitude of 
the services which the companies are providing for their 
policyholders, but also their importance to the whole 
country, since without this system of organised thrift the 
burden of public relief to be borne by the national treasury 
would be tremendously increased. In effect, premiums 
paid by life assurance policyholders are self-imposed taxes 
to provide benefits which would otherwise have to be pro- 
vided by Government authorities by means of a general 
tax levy. 

In this great extension of life assurance benefits, Cana- 
dian companies have taken a very prominent part. Of 
the total assurance in force in Canada at the end of 1934, 
67 per cent. was in Canadian companies, only 2 per cent. 
in British companies, and the remainder in United States 
companies. Although British companies were the first to 
open offices, they have never extensively developed Cana- 


dian business. United States companies on the other hand 
have been very active, especially in recent years. Canadian 
companies have not restricted their activities to Canada, but 
have extended their operations throughout the world. Of 
the twenty-seven Canadian companies operating under 
Dominion licence, fourteen are engaged in business outside 
Canada, and their operations extend to some forty-seven 
different countries. At the end of 1934, these companies 
had business amounting to $4,100,000,000 in force in 
Canada, and to $2,800,000,000 outside Canada. 


The last five years have provided a most severe test of 
the soundness of Canadian life assurance companies. Dur- 
ing this period, marked by the failure throughout the world 
of many institutions widely diversified in character and in 
the nature of their operations, Canadian life assurance com- 
panies have, without exception, continued to meet every 
obligation fully and promptly. 

In the whole history of insurance, no policyholder (or 
beneficiary) of a Canadian life assurance company has 
failed to receive at maturity or death the full amount guaran- 
teed in the policy. This inherent strength of Canadian 
companies is due to their observance of the sound and 
scientific principles upon which the business of life assur- 
ance has been developed, to competent and responsible 
management, and to a system of governmental regulation 
and supervision. 

The companies, however, recognised from the beginning 
that a strong and virile agency-force was vital to their de- 
velopment. They recruited and trained the best men 
obtainable as agents and agency managers. A comprehen- 
sive programme of instruction and education was instituted 
to give the sales representatives a thorough knowledge of 
the business and of the most effective methods of salesman- 
ship. A permanent organisation of men devoting their full 
time to the business and who have made the selling of life 
assurance their profession, has been developed. It is pro- 
bably no exaggeration to say that in no other line of activity 
can there be found a sales organisation which can be com- 
pared in training, permanence and efficiency with those of 
the life companies. 

Equally progressive policies have been pursued in other 
directions. New contracts have been introduced to meet 
special needs, and policy provisions, particularly those 
relating to cash surrender values, non-forfeiture, incon- 
testability, and settlement of contracts in instalments, have 
been liberalised and extended in scope. The issue of 
policies without medical examination, the wide extension 
of business on sub-standard lives, the addition of disability 
and accidental death provisions, the introduction of group 
assurance and group pension policies, the extension of re- 


assurance facilities and the adaption of policies for business . 
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purposes, to provide for inheritance taxes and for other 
ial purposes, have tremendously enlarged the 
for life assurance. market 
A noteworthy feature of Canadian companies has been 
their collaboration in dealing with problems of mutual 
interest. In the actuarial field they have interchanged and 
combined their experience, and so have gradually develo 
sounder and more uniform methods of underwriting. They 
have, through their actuarial societies, made new and 
improved methods of dealing with their various problems 
generally available and all companies have had the advan- 
tage of the best actuarial opinion. These societies have 


made a great contribution to sound and to uni- 
formity. In the field a tale ccee has been 
followed. Every of agency work has formed the 
Sean Se joint study. New and ope methods. of selec- 
ing and remunerating agents and o tion 
and development have been devised an ew ot tenction 
have been eliminated by joint effort. In the sphere of 
legislation the companies, done their established associa- 
tions have, on the one hand, opposed legislation inimical 
to the interests of meen me ers, and on the other have 


encouraged and fos’ legislation for the general improve- 
ment of the business. 





CanaDA, which still ranks as ‘‘ young’’ in economic 
stature, should normally offer remunerative opportunities 
for the investor. The Dominion’s record is untarnished, 
and while some of the Provinces have been hard hit, most 
have acknowledged creditors’ rights. Some stronger in- 
dustrial concerns have paid satisfactory dividends through- 
out the depression. Concerns in the construction trades 
and some companies saddled with a rather burdensome 
capital structure to meet the depression, have inevitably 
made a slower recovery. The present article is intended to 
explore the scope for successful fixed interest, industrial 
and mining investment in the Dominion. 

Canada’s difficulties during the late depression have been 
lightened by the fact that her economic development 
has been comparatively free from excesses. The ability 
of the Dominion and Provincial Governments and of the 
railways to borrow in the London market was of early im- 
portance. Without the British investor, it is unlikely that 
the ‘‘ wheat factories ’’ of the Prairies could have been 
developed, from the first, on ‘‘ capitalist ’’ lines. More 
recently, however, British savings have been sought less 
frequently. The rapid growth of Canadian industry has 
been primarily financed from internal savings, with some 
neighbourly assistance from the United States. 

The distribution of the Dominion’s funded debt confirms 
the movement. Of the total of $3,074,292,691 on June 30, 
1935, as much as $2,281,026,008 was payable in Canada. 

€ amount payable in London, although second in order 
of importance, was only $409,867,596, while New York 
accounted for $292,737,987. The Dominion is thus self- 
arene to the extent of 74 per cent. of the direct funded 

t. 


DOMINION CREDIT 


The external creditor problem, therefore, is not of the 
first order. The Dominion has, in fact, always paid the 
full amount of principal and interest on direct obligations 
and on all guaranteed obligations promptly. Interest on 
the debt has risen from the modest $5 millions of 1870 to 
$138} millions for the fiscal year to March, 1935. Its pro- 
Portion to the total ordinary expenditure has not varied so 
considerably. Fifty years ago it represented about one- 
third of the total. In recent years the proportion has been 
hearer two-fifths. In pre-depression years, the Customs 
duties alone have provided more than the required sum, 
and sane then the so-called war tax revenue has been 
ample. 

__ It would be untrue, however, to suggest that the ordinary 
items tell Canada’s complete Budget story. The ordinary 
Budget is again balanced, but special expenditure— 
mainly of a relief character—has assumed larger importance 
In recent years; while ‘‘ non-active ’’ loans and advances 
and the National Railwavs deficits have swelled the total. 

uring the three years to March, 1035, the increase in direct 
het debt amounted to $470,264,787, of which deficits of 
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the National Railway accounted for nearly 45 per cent. 
During the last five years, however, the Dominion has been 
able to convert about $1,150 millions of debt, saving about 
$14 millions in interest annually, and to reduce the average 
rate on a higher debt from 5 per cent. to 4$ per cent. 

Again, no student of Dominion finance could overlook 
the guarantees which have been undertaken. Broadly, these 
concern the Canadian National Railways debt, but Relief 
Act guarantees are not unimportant. bt to the amount 
of $1,058.8 millions is countersi by the Dominion, of 
which the railway debt, approaching $1,000 millions, is an 
effective, and not merely contingent, Dominion liability. 
Further, the plight of the Western Provinces has necessi- 
tated special assistance, direct and indirect, to their Govern- 
ments. Apart from the virtually unchanged Provincial 
subsidies, the Dominion contributes to the cost of local 
relief and has carried out independent public works pro- 
jects. During the five years to June 30, 1935, some $175 
millions was spent on relief, excluding a construction pro- 
gramme involving $57.6 millions, of which only part has 
yet been provided. In addition, the Dominion loaned 
$86.2 millions to the four necessitous provinces for 
financing extraordinary expenditures and debt refunding 
up to the end of June, 1935. Interest on this special debt 
has been regularly met by the Provinces, although 
Saskatchewan has been compelled to capitalise part of her 
payments. 

PROVINCIAL LOANS 


In view of the adversities of Western Provincial Budgets, 
which are described on page 45, the Dominion was 
virtually forced to give a helping hand to preserve their 
credit. It must be admitted that the policy has had a 
somewhat limited success. Apart from the objections of the 
Eastern Provinces, the West produced troubles of its own. 
Early in 1934 British Columbia sought to refund the Pro- 
vince’s debt. This policy was abandoned, after the 
Dominion had come to her aid with a loan of $10 millions. 
A year later Vancouver bondholders were ‘“* invited ” to 
accept a halving of their interest. An independent report 
on the city’s finances, however, indicated that the city’s 
difficulties were not insurmountable. In the event, the 
April and August coupons were paid in full, and in October 
last year Vancouver bonds were restored to the London 
Stock Exchange list. 

Unfortunately these incidents seriously perturbed the 
British holder of Western stocks. It reopened the dis- 
cussion for and against the assumption of Provincial debts 
by the Dominion. Many recent commentators have com- 
pared the Canadian debt position unfavourably with that 
of Australia, whose Loan Council has strengthened Com- 
monwealth credit and enabled conversion operations from 
1932 to date, saving £A3,642,000 annually. The National 
Financial Committee, set up last December, met at 
Ottawa in the third week of January, 1936, under hopeful 
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auspices. The discussions have yet to reach a final 

put it is reported that Mr Dunning’s proposal that each 
Province should set up a Loan Council has received wide 
support. The Councils would consist of the Federal Finance 
Minister, the Governor of the Bank of Canada and the 
Treasurer of the Province concerned. These Councils, it 
is proposed, would exercise no control over Provincial 
Budgets. They would, however, control future borrowing 
and would sanction the refunding of Provincial loans on a 
lower interest basis, backed by a Dominion guarantee. In 
return, the Provinces would earmark certain revenues for 
the service of the new loans, including their Federal sub- 
sidies and, possibly, the Provincial income tax revenue. 
This outline plan, it is reported, has been agreed in prin- 
ciple by most of the nine Provinces. In addition, a 
National Loan Council would be set up to co-ordinate finan- 
cial and borrowing policy. The proposals would involve 
an amendment of the British North America Act. Although 
few Provincial loans are convertible in London at an early 
date, many British investors might consider a voluntary con- 
version into a Dominion-backed loan at a lower rate of 
interest. 

In another direction, British observers have been dis- 
turbed by the invalidation last year of contracts made by 
the Hydro-Electric Commission of Ontario with four 
Quebec supply companies in 1926. The Commission was 
committed to taking a quantity of power which, in the 
event, proved substantially in excess of the amount which 
could be sold. A measure to secure the cancellation of the 
contracts, on the ground that they were void, was intro- 
duced in the Ontario Legislature, which also denied the 
parties the right of appeal. Since the bonds of the com- 
panies involved were widely held in Canada, the financial 
community voiced its protests vigorously. It was recog- 
nised that the financial problems of the Commission might 
justify a full and sympathetic examination. But the means 
employed to revoke the contracts reinforced the misgivings 
which had been prompted by the Mayor of Vancouver’s 
earlier proposals, and produced an unfortunate effect upon 
Canada’s creditors abroad. 

While the Dominion bond is still rightly regarded as a 
high-grade investment medium, its bloom has been some- 
what dulled by events in the West and in Ontario. These 
have been deplored by responsible Dominion Ministers, but 
they have undoubtedly formed a bad indirect advertise- 
ment in London. Many investors, therefore, would welcome 
the proposed Loan Councils, although it should be remem- 
bered that some time may elapse before they are given full 
effect. To the long-term investor, who is impressed by 
Canada’s past record and anxious to see her goodwill further 
strengthened in the future, their successful inauguration 
would be of first importance. 


NEWSPRINT STOCKS 


The investor who has sought to avoid the stringencies of 
budgets and provincial difficulties has not invariably found 
haven among industrial stocks. The low point of the de- 
pression is usually dated February, 1933. The fortunes of 
some leading industries had been waning before then. Some 
have since staged a recovery, but for the newsprint in- 
dustry it has been modest. Pulp and paper is Canada’s 
largest manufacturing industry, and her second export. 
Despite its remarkable expansion during the last twenty- 
five years, its recent disappointments for the investor have 
been severe. The installation of additional capacity, still 
busily proceeding in 1929, brought the inevitable result— 
excessive capacity and unremunerative prices. The steady 
fall in shipments to the United States followed, and lasted 
for three and a-half years. The recent trend of the industry 
is described in the article on page 33. 

The combination of a high proportion of fixed assets and 
an excessive bonded debt inevitably places the equity stock- 
holder in a vulnerable position during depression. Com- 
peting manufacturers cut prices, in the attempt to secure 
their optimum production rate, or at least to obtain some 
Teturn from the existing plant, rather than keep it on a 
care and maintenance basis. The second factor quickly un- 
Covers equity earnings, and if the difficulties are serious, 
Presently threatens the bondholders’ position. Such con- 


prices. 


So far, prices are slightly more remunerative, and 
stability has at least been achieved. Some investment 
authorities, however, look towards the improvement in 
America to bring a substantial increase in demand, and a 
firmer price level. Business recovery, and greater advertis- 
ing lineage, in the United States market, have already 
helped. The depression, moreover, has effected some thin- 
ning out of excess capacity. Inability to provide deprecia- 
tion and replacement quotas, except by the low cost mills, 
has involved the further deterioration of less efficient plant. 
Some mills have been converted for other lines of produc- 
tion. Again, some liquidation of bank loans has been 
effected by working on sub-normal stocks. . The banks may 
tend in future to assist mills which operate at low costs, and 
thus avoid absorbing less efficient capacity into employ- 
ment too quickly. 


On these signs of improvement some recovery in stock 
prices has already occurred, although on a modest scale 
compared with the fantastic shay heights of 1927-28. 
There are, however, a number of problems which await 
solution. The reorganisation of Price Brothers, which 
entered receivership in March, 1933, has yet to come. The 
industry, again, has shown little inclination throughout de- 
pression to pool tonnage, and little more for minimum 
price fixing. In consequence, individual mills are still 
operating at widely varying rates. The present modest im- 
provement, therefore, should be related to the prospects for 
individual producers with careful discrimination. The 
course of recent earnings is illustrated in the following 
table, which includes only three of a dozen important 
undertakings in the industry :— 








(Amounts in $000’s) 
1930 1931 | 1932 | 1933 1934 1935 
Abitibi Power and Paper 
(Dec. 31)— 
Operating profit ............- 7,374 | 5,200 198§ | 1,642¢ | 1,956 
Total income ..............045 5,708 | 3,906 1,083§ | 2,365¢ | 1,996 
Available for divs............ 2,922 1,302 | Dr.975§ Nilt Nil 
Earned for com. shares...... 0-47 Nil Nil§ Nit Na 
Consolidated Paper Corp. 
(Mar. 31)— 
Gross income ..........+.+++0 wad bee ee 2,449¢ | 1,541 2,017 
Net profit before deprecia- 
GON Sasi ciccccisndncinsensares tne ees oat Dr.98t |Dr.236 1,044 
Price Bros. (a)— 
Net W nesrincoesenrathedhinl 3,333 | 3,309 217 (\Op’g prof] 1,007 682 
Available for divs. .......... 1,352 1,362 |Dr.1859} |Bal. after 
Earned per common sh. $ 2-14 2-17 Nil int. 
Paid per share $ ............ 2 2 1-25 before 
depen. 185 |Dr.108 























§ Period ary 1 to September 10, 1932. Period September 10, 1932, to 
December 31, 1933. $15 months to March 31, 1933. Formed August, 1931, to con- 


solidate Canada Power and P: and constituent companies. 
(a) Years to February 28, 1 5a beers seccivecship; yeast te March $1, 1994-85, 
after receivership. . 


The recent trend affords every presumption that, when 
real recovery comes, it is unlikely to promote such en- 
thusiastic market speculation as in 1927-28. 


RAILWAY INVESTMENTS 


The investor who seeks a Canadian railway equity is 
virtually limited to the Canadian Pacific stocks. The 
Canadian National Railway, although operating a con- 
siderably longer mileage, enjoys a Dominion guarantee 
for nearly four-fifths of its funded debt. Canadian Pacific 
stocks, on the other hand, have always attracted the 
British investor. Despite their unhappy experience in 
recent years, many holders pin their faith in the ultimate 
revival of C.P.R. revenues to the levels of 1925-29, when 
10 per cent. was paid annually on the ordinary stock. 
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The accompanying table illustrates the sharp fall in the 
revenues of both undertakings since that time: — 


























(Amounts in $000’s) 
1930 1931 1932 | 1933 1934 1935 
Canadian National 
cae 221,770-4| 200,505-2) 161,103-6)148,519-7 |164,902-5| 158,209 
Opera venue ’ o * ‘5 ’ r " 4 e 
Opereting expenses 195,259 - 5} 199,313-0) 155,208-2/142,812-6 181,996-1 aeons 
Operating ratio % 88-04) 99-41) 96:34) 97-50), 92-14 92- 
Deficit for year ... | 61,287-2] 93,513-4] 96,532-5| 96,051-9| 85,501-3) _... 
Canadian Pacific 
a Gee 180,900 - 8) 142,337 -6/123,936-7 | 114,269-7/ 125,543-0} 118,098-0 
Operating revenue ¥ " y 7 ’ y | mm 
Opera Roo 248-7} 25,682-9) 20,090-0 862-1] 24,384-0 1- 
ns os 90886 81-96 83°79 81-74 "40'58 art 
Larned per share 2-49 0-63) Dr.0-39| Dr.0-32 0:07 
Paid per share $... 8-12 1-25 Nil Nil Nil 




















Lie eee figures. Full year’s traffics: C.N.R., §$172,768,136; C.P.R. 
$129,679,000. 


The recovery from 1933 has yet to reach the level at 
which the arrears of C.P.R. preference dividends from 
June, 1932, can be rapidly paid off, and ordinary divi- 
dends resumed. Both systems have shown a useful re- 
covery in gross receipts during 1935, but their operating 
ratios have increased owing to higher wage costs and the 
overtaking of maintenance arrears accumulated during 
depression. 


The “‘ unification ’’ of the two systems, shrouded always 
by political factors, has made only modest progress. The 
annual joint economies secured by the co-ordination of 
certain competitive services to the end of 1934 were esti- 
mated to approach $1} millions, compared with the esti- 
mate of the President of the C.P.R. that duplication of 
facilities involved a waste of $75 millions. Since one of 
Mr Bennett’s last pronouncements as Prime Minister was 
to promise to refer the problem to the Economic Council of 
Canada, an institution which had been authorised but not 
set up, and since Mr Mackenzie King’s Government has 
made no declaration on the issue, effective co-ordination 
is still to seek. 


Considerable permanent economies, however, are likely 
to be won from the depression, which should ensure a 
correspondingly rapid recovery in net revenues, when 
freights achieve more normal dimensions and maintenance 
is brought up to date. While the investor may rightly 
regard the C.P.R. preference stock as a ‘‘ recovery ”’ 
equity, he might prove mistaken in rating its immediate 
possibilities too highly. 


CANADIAN BANK SHARES 


While the investor has perforce to recognise the special 
factors affecting their profits, Canadian bank shares are 
held in high esteem. The depression has inevitably reduced 
profits and dividends. Whereas 13 or 14 per cent. was a 
common rate in 1930, the leading banks have been unable 
to pay more than 8 per cent. during the last two years. 
The following table of bank earnings shows the results of 
a limited but representative selection of Canadian 
institutions : — 























(Profits in $000’s) 
1930 1931 1932 1933 1934 1935 
Bank of Montreal (Oct. 31 
Net income ne re ae ein 6,519-0 | 5,386-4 | 4,663-1 | 4,005-2 | 4,105-0 | 4,007-3 
Earned per share $........... 14-61| 12:42; 11-40; 99-43 . 8°35 
Paid per share $ ............ 1 12 11 8-50 x 
Canadian Bank of Commerce 
(Nov. 30)— 
Net income ................. 5,378-4 | 4,774-9 | 4,279-4 | 3,648-8 | 3,413-7 | 3,389-0 
per share $ ......000. 13-12) | 12°06; 10-945 «8-97, 8-05) 7-95 
Paid per share $.............. 1 12 11 8-50) 8 4 
Royal Bank of Canada 
(Nov. 30)— 
NUNES cxssinsuncerodedocahe 6,572-6 | 5,448-3 | 4,861-8 | 3,901-6 | 4,398-2 | 4,340-5 
Earned per share$ .......... 15-53} | 12-14) 11-03, = 9-12) 8-35 8-01 
Paid per share $ ............ 14 | 12 ll 8-50) 8 8 








After the sharp fall in profits from 1930 to 1933, it now 
appears that earnings have grounded. The future trend, 
therefore, may prove more sensitive to Canadian recovery, 
and it is probable that the figures, struck in each case after 


ision for bad debts, will bear a considerably lighter 
urden under this heading. een. the VE ee ere 
a basic 8 per cent. stock with a recovery equity as i 
his neds, this group of Canadian secures offer special 
advantages. 


UTILITY STOCKS 


The Canadian utility industry, to its credit, has avoided 
a of — Soom eucasete for which ough etates 
industry has s uring recent years. ugh profits 
have been reduced detag depression, the last faci you 
have witnessed a slight recovery in earning power. The 
following table illustrates the experience of some representa- 
tive concerns : — 








(Amounts in $000’s) 
| 1800 | 1931 | 1932 | 1933 10a | 1935 
British Columbia Power (June 30) 
GOSS TEVENUE.........000.eceeneveseees 15,434 | 15,120 | 14,357 | 12,826 | 12,627 | 13,030 
Earned for divs............csseesereses 2,188 437 | 2,009 | 1,537 | 1,645 | 1,685 
“A” shares—Barned p.s.$......| 2:09| 2-22] 2-00| i-54| 1-64] 1-68 
Paid p.s. $ .......... 2 2 2 2 1-62 | . 1-50 
“ B” Shares—Earned p.s. $ ...... 0:09 | 0-22) Nil Nil Naé Nil 
Montreal t, Heat and Power 
(Dec. 3. 
GTOSS TEVENUEC.,.........00seereceneeees 23,484 | 25,411 | 24,783 | 23,766 | 24,274 . 
Earned per share $ ..........0000-0-+- 2-19| 2-17 | I: 179) 2-77). 
Paid per share §...........0.seseesee0 1-73 1-50 1-50] 1-50 1-50 1-50 
Ottawa Light, Heat and Power 
(Dec. 31)— 
GLOSS TEVENUE..........000eeceeceeerees 2,213 | 2,291 | 2,284 | 2,170 928t; ... 
Earned per common share § ........ 6-60 62 | 5-50) 4:60) &-08 one 
Paid per share $ ............essecceee 6 6 6 8 6 2 
Power Corp. of Canada (June 30)— 
Gross CarMmingS ............s.scereeeees 5,703 | 3,412 885 747 | 1,525 | 1,543 
Available part. pref. and common 
bdiveasen cibedvdccesevesdvsececss 3,879 | 1,577 |Dr.978 |Dr.793 131 190 
Paid—Part. pref. shares $ ......... Fs 3 3 3 3 b] 
shares § ........... 2 2 2] Nil Nil Ni 
Power (Dec. 31)— 
Gross income .................eceeeeees 3,677 | 3,393 | 3,109 | 2,826 | 2,833 
Earned per share $ .........00scseeeee 2°67 | 2-05 1-66} 1:28) 2-31 sae 
Paid per share $ ........0...:cssesees 2-50 | 2-373) 1-373 00} 1:00; 1-00 
Shawinigan Water and Power 
(Dec. 31)— 
Gross INCOME ..........cesseeeceereeees 14,954 | 13,693 | 12,635 | 11,946 | 12,504 
Earned per share $ ........scceceveee 2-46 1-81 1-11 0-94 1-09 ose 
Paid per share §.............-0+.+se0e+ 2-50 2-25; 0-75 | 0-50) 0-50 0-50 























t Net operating income, before taxes and fees. Operating expenses not stated. { And 
stock dividends 5 per cent. on common and 2 per cent. on participating preferred. 


For the most part, current stock quotations are appreciably 
below the high levels of 1928-29. Ottawa Power, which 
has succeeded in sees ® steady 6 per cent. dividend 
throughout the past decade, has suffered least in the market 
reaction. Other stocks, like British Columbia “ A,”’ 
Montreal Light, and the high-geared common stock | of 
Power Corporation (a holding concern) have been more or 
less severely deflated from boom levels. The industry, 
however, has proved its ability to earn reasonable profits 
and to pay fair dividends during depression. A steady 
expansion of earnings should therefore be within the power 
of the sounder undertakings. During the past decade, 
however, a considerable expansion of fixed interest capital 
has occurred. Consequently, a given level of earnings, 
compared with that of ten years ago, may produce rather 
less in terms of common stock dividends than at that time. 


GENERAL INDUSTRIALS 


The field for the miscellaneous industrial investor is wide. 
Many of the stocks, like those discussed in earlier groups, 
have an international market. Not a few, like Bell Tele- 
phone, and Imperial Tobacco of Canada, have highly credi- 
table dividend records. Some, like Steel Company of 
Canada and Canada Cement, have suffered from the 
shortage of new construction work and the slackening of 
railway maintenance during the depression. Others, less 
fortunate, have suffered from reduced agricultural spending 
power some time before the depression broke upon the 
industrial centres. In this category must be placed Massey- 
Harris and Cockshutt Plow, both producers of agricultural 
equipment. In another group are to be found companies 
with international business, enjoying a Canadian domicile. 
Among them, Canadian Eagle Oil, Hydro-Electric Securi- 
ties, and International Holding and Investment are known 
in all world markets. In singular contrast with conditions 
in this country, the brewing industry has not proved highly 
remunerative in Canada. The Brewing Corporation of 
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da—an Ontario concern—has, until recently, experi- 
pore restrictions and competition from home ing, 
while, in the West, Brewers and Distillers of Vancouver is 
now slowly recovering from earlier difficulties. The 
Dominion Glass Company provides a good dividend record 
with 5 per cent. payments during the last four years. A 
steady expansion in earnings is shown by Canadian 
Celanese, on whose no common shares $3.14 was earned 
during 1934. So far, however, no dividend has been paid 
on this stock, which is quoted in the London supplementary 
list, although the preference dividends are up to date and 
their participating rights may become interesting. 

The Ford Motor Company of Canada, which holds exclu- 
sive rights in the British Empire, apart from Great Britain 
and Ireland, has been unable to work its plants to maximum 
efficiency during recent years. Production of cars fell from 
100,614 in 1926 to as low as 25,203 in 1932, while only 15 
tractors were sold in the latter year, compared with 6,140 
in the former. A substantial improvement has been effected 
since that time, and modest dividends are again being 


earned. 

Reduced agricultural purchasing power has reduced the 
earning power of Robert Simpson, a department store and 
mail order business whose common stock is owned by Simp- 
sons, Limited. Here also a considerable improvement has 
recently been effected, and the shares of the latter concern 
have been in active demand. 


MINING STOCKS 


Although the Canadian mining industry has greatly ex- 
panded in recent years, the British investor, owing to the 
competing attractions of the Rand and other fields and, 
possibly, to a certain unfamiliarity with Canadian condi- 
tions, has not taken a proportionate interest in the industry. 
The shares of some recent formations, such as Anglo- 
Huronian, Ashley, Bulolo, and Greene Stabell have been 
marketed in London. Bulolo, which, although registered in 
British Columbia, actually operates in New Guinea, has 
made good progress. Apart from these comparatively 
young concerns, however, the investor has a fair choice of 
seasoned mining stocks. International Nickel, of close con- 
cern to the British investor since the absorption of Mond 
Nickel, resumed dividends in 1934, and has paid 75 cents 
per share for 1935. The stock has been a recent specula- 
tive favourite, owing to the rapid expansion in the industrial 
and armament demand for nickel and copper. The com- 


pany is justl as an efficient producer which 
has passed ctions in costs to the consumer, thus limiting 
current earnings in the interests of expanding consumption 
and — stability. 

The Consolidated Mining and Smelting Company—collo- 
quially known as “‘ Smelters ’’—is a base metal 
concern whose stock commands a high quotation on the 
Canadian market. From 1927 to 1930 as much as $12.50 
was paid per share. For the three years following, lower 
cash dividends were sweetened by stock distributions. For 
1934, $3 per share was paid, in view of the increase in 
lead, zinc and gold output and prices for the first nine 
months of 1935, a further increase for 1935 is not unlikely. 

Hollinger Consolidated, incorporated in 1916, has pro- 
duced a consistent record of gold and silver mining profits. 
In no year during the past decade have dividends fallen 
below 65 cents on the $5 shares. For 1934 the payment 
was raised to $1.40 per share. For 1935, dividends already 
declared amount to go cents. 

Lake Shore Mines, which is Canada’s largest gold pro- 
ducer, has greatly expanded its production and dividends 
in the last five years, and is commendably pursuing a con- 
servative but efficient milling policy. 

Noranda Mines is a copper proposition which has success- 
fully developed a large Ontario auriferous copper deposit 
during the last thirteen years. Ore reserves amounted to 
over 28 million tons at the end of 1934, adequate for 18 
years’ milling. The company jointly controls a refinery in 
Eastern Canada. Dividends have been steadily stepped up 
since 1931, and for 1934 and 1935, $2 per share was paid. 

Another successful young concern, in which New York 
is interested, is McIntyre Porcupine, also incorporated in 
1922. The company owns 680 acres of gold-bearing cre 
properties, and has successively increased its milling ton- 
nage in each year since 1928. During the same period the 
earnings per $5 share have risen from $1.46 to $4.50 for 
the year to March, 1935. The dividend for the latter year 
amounted to $2.50 per share, including a 50 per cent. pay- 
ment on June I, 1935. 

Canada, therefore, has no lack of seasoned mining stocks 
to offer the investor. As in every mining community, there 
are stocks which, owing to their peculiarities, are best left 
to operators with local knowledge. The absentee investor, 
however, can avoid these special difficulties by restricting 
his operations to stocks which have proved themselves cap- 
able of earning steady profits over a period, and which 
involve no more than normal mining risks. 





THE TORONTO AND MONTREAL STOCK EXCHANGES 


CanapA, like its neighbouring country in the South, has 
always had a lively Stock Exchange business. Canadians 
always have done, and still continue to do, a large stock 
and share business with the United States. 

About forty years ago Montreal was regarded as the finan- 
cial centre of the Dominion of Canada, and this was re- 
flected in the greater volume of the business which was 
transacted on the Montreal Stock Exchange. But with the 
Tapid financial development of the country, the Toronto 
Stock Exchange became an increasingly important body. 
The business of both Exchanges was similar in many 
respects. In general, it was composed of transactions in 
shares only of banks and loan companies, trust companies, 
utility companies and industrial enterprises. Both Ex- 
changes now, in their ordinary business, function with com- 
paratively similar by-laws and requirements. : 

The first discoveries of important mineral-bearing ore in 
Canada were made at first mainly in Ontario. The need 
was then felt for the establishment of a market in mining 
shares in Toronto, Ontario—the largest and most suitable 
centre closest to this mining area. As a result of this finan- 
cial development, there came into being, some twenty-five 
years or more ago, a separate Exchange in Toronto called 
the Standard Stock and Mining Exchange, whose activities 
were mainly devoted to that of trading only in mining 


shares. As the development of the mining industry became 
more important and as the industry promised to become a 
permanency, this Exchange grew in size and in the scope 
of its operations. In the last few years it was decided in 
the interests of the financial public as a whole that the 
Toronto Stock Exchange and the Mining Exchange should 
be amalgamated into one body, thus ensuring closer co- 
operation and greater control by the Exchange authorities. 
This was accomplished a little over a year ago. As a result, 
the business of the Toronto Stock Exchange in its new form, 
at least as far as volume of shares is concerned, is consider- 
ably larger than that of the Montreal Stock Exchange, whose 
a is confined mainly to the classes of shares indicated 
above. 

Both the Montreal Stock Exchange and the Toronto Stock 
Exchange function as long-established and up-to-date in- 
stitutions, with a well-organised personnel and experienced 
administration. Both are connected by telephone, tele- 
graph and cable services with the New York and London 
Stock Exchanges. There are, as well, other smaller Stock 
Exchanges in Canada; for instance, in Winnipeg and in 
Vancouver; but they operate in Montreal and Toronto, 
which virtually control all Canadian stock and share 
operations. 
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Durinc the ten years 1921-30 the annual average increase 
in capital invested in Canadian railways, mines, banks and 
industries was about $350 millions, and the average annual 
increase in Government debts (Dominion, provincial and 
municipal) was about $100 millions. If to these totals is 
added the annual increment of capital employed in trade, 
services, and other non-enumerated categories, the net 
new investment during this decade averaged well over 
$500 millions per annum. Since 1930 there has been little 
new industrial development. The slack has, however, 
been taken up to a considerable extent by heavier Govern- 
ment and municipal borrowings, which have averaged 
about $300 millions per annum in recent years. 

New capital issues, exclusive of refunding and of short- 
term Government financing, have been as follows in recent 
years : — 


Government 
and Railways Corporations Total 
Municipal 
$ $ $ 


$ 
1929 ... 202,000,000 248,000,000 489,000,000 939,000,000 
1930 ... 265,000,000 120,000,000 296,000,000 681,000,000 
1931 ... 330,000,000 124,000,000 60,000,000 514,000,000 
1932 ... 291,000,000 12,000,000 13,000,000 316,000,000 
1933 ... 230,000,000 Nil 10,000,000 240,000,000 
1934 173,000,000 12,000,000 32,000,000 217,000,000 


During the first ten months of 1935 there have been few 
industrial capital issues, other than refunding issues; the 
total to date is less than $10 millions. On the other hand, 
Government and municipal issues have been about 20 per 
cent. greater than in the same period of 1934. 

Before the war, the greater part of the new capital in- 
vested in Canada came from the United Kingdom. During 
the war a large local bond market developed, and since 
IQI5 a substantial part of new Canadian issues has been 
taken up at home. In so far as foreign capital was re- 
quired, the exigencies of the war and post-war money 
markets sent Canadian borrowers to New York. 


GEOGRAPHICAL DISTRIBUTION OF CANADIAN Borrow1ncs, 1904-34 
Percentage placed in Average Annual 


Canada U.K. U.S.A. Volume of Issues 
p.c. p-c. p.c. $ 
1904-08 ............ 25 68 7 100,000,000 
1900-213 ......0000000 16 76 8 280,000,000 
1914-18 ............ 62 12 26 490,000,000 
EDIOAES ..0cc00.0000 64 1 35 525,000,000 
1924-28 .......c0006 57 3 40 530,000,000 
RR 58 9 33 939,000,000 
Sere 59 3 38 681,000,000 
NE dibstoontnintes 76 2 22 514,000,000 
eae 85 5 10 316,000,000 
ME whestbodpanches 69 31 Nil 240,000,000 
DDE ssashacsecseaat 80 20 Nil 217,000,000 


Even when the immediate post-war crisis was over 
Canadian borrowers continued to use the New York 
market. The reasons for this are not hard to explain. 
During the war a fairly elaborate investment banking 
system had for the first time grown up in Canada. It 
had necessarily established a close working relationship 
with New York. After the war New York developed an 
enormous capacity for foreign lending, and it was natural 
that Canadian bonds should be especially popular with 
American investors. The large interchange of population 
between the two countries through migration and travel 
makes Canada familiar ground to most Americans. Cana- 
dian bonds were almost as acceptable to American in- 
vestors as domestic. New York syndicates bid eagerly for 
Canadian issues, and most Canadian borrowers found that 
they could borrow more easily and on better terms in New 
York than in London. While many Canadian borrowers, 
in the months from September, 1931, to October, 1933, 
found the necessary acquisition of United States funds a 
costly business, few sound arguments could have been 
advanced in the 1920-30 period against borrowing in the 
United States. 

Since 1931, international lending has almost ceased, but 
the New York market has remained open to Canada for a 
limited volume of refunding issues and some short-term 
Dominion loans of moderate size. In 1933 and 1934, for the 
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first time since 1915, important new Canadian issues wep 
placed in London. ns 

The diversity of the Canadian economic scene, wig 
especial reference to the fields of investment, is illustrat. 
in the following table. This table also gives approximat 
figures of the geographical distribution of ownership gf 
the capital employed in each category. In addition 
the categories included in the table, there is 
$5,250 millions invested in Canadian agriculture (value 
of lands, buildings, livestock, and equipment), some $a9p 
millions in fisheries and shipping, and a large amount, say, 
$5,000 millions in consumers’ durable goods (e.g. residep. 
tial houses and lands), almost all of which items ap 
Canadian owned. 


CAPITAL INVESTMENTS IN CANADA, 1933 
(Based on statistics compiled by the Dominion Bureau of Statistics) 
Total (in = =————Owned in——__., 


millions) Canada U.K. USA. 

ie s % % % 

Government and municipal 

PE cinsicgtansanongutantieine 5,500 70 10 20 
nn) Te 2,500 20 49 0 
Public utilities................ 2,250 67 8 25 
SIE : ciiennnensssanesepecssewe 750 50 20 0 
Manufacturing................ 3,250 59 Il x) 
Trade and services ......... 2,000 89 4 7 
Finance and insurance...... 1,300 66 17 14 


According to the most recent compilations of the 
Dominion Bureau of Statistics, the total foreign investment 
in Canada at the end of 1933 was $6,813 millions, of which 
$2,734 millions was British, $3,983 millions American, and 
$96 millions from other countries. The recent changes in 
these figures are as follows (in millions) :— 


Total U.K. U.S.A. OC. 


3 3 $ $ 
BEDS... ccccovcsccoees 5,810 2,600 3,104 106 
TE ‘enteaneacenees 7,009 2,783 4,123 103 
ED  becegdanecapes 6,813 2,734 3,983 96 


The increase in foreign investments in seven years is 
large, just over $1,000 millions, but it must be remembered 
that total capital investments in Canada (excluding agn- 
culture, etc.) have increased in the same period by about 
$3,100 millions. In 1926, 40 per cent. of the capital invest 
ment in the categories enumerated above was foreign-owned. 
In 1933 the percentage was 38.5. In addition to this it 
should be noted that between the same years Canadian it- 
vestments abroad increased by $548 millions—from $1,481 
millions to $2,029 millions. 


What can be said of the probable future Canadian capital 
requirements? It may be worth while to examine briefly 
the principal avenues of investment : — 


(1) Railways. It is not to be expected that any large 
amounts of capital will be required for additional railway 
construction in the next few years. With the return of better 
conditions a few new short branch lines and spurs may be 
required in the West and in northern mining areas. There is 
a strong local demand for a direct rail outlet from the Peace 
River district to a Pacific port, but it is very unlikely that 
political pressure will carry the day against sound railway 
judgment. The trend, indeed, may well be toward reduction 
in mileage, through the abandonment to motor competition 
of small branch lines in well-settled areas, and throu 
concentration of traffic on one or two parallel lines in , 
settled areas. The demand for capital by the railways is 
likely to be for extensive improvements in equipment 
terminals. Very little improvement of this sort has beet 
made in the past six years. In the United States stream- 
lined trains, faster running times, and air-conditioned passenget 
equipment are being widely adopted on the principal runs, 
as well as improved facilities for the speedy handling of 
Undoubtedly the Canadian railways will have to follow, to 
a considerable extent, a similar policy. In the 1935 session 
Parliament the Government was empowered to guarantee 
new railway equipment loans up to $15,000,000. Already 
the C.P.R. has announced that modified stream-lined loco 
motives are on order. It is certain that any further sustained 
improvement in business will find the railways forced to sp 


many millions of dollars on rolling stock, terminal and mal 
line improvements. 
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(2) Power. New investment in hydro-electric power pro- 
duction is, of course, dependent on increased demand for 
electrical energy. During the years 1930-33 installed capacity 
became very much out of line with power consumption with 
the result that by the end of 1933 the excess installation was 
over 40 per cent. Since that date few new installations have 
been completed and consumption has increased more than 
25 per cent., and with continued increase in demand it will 
not be long before new units will be economically justified. 
During the next few years this will probably take the less 

nsive form of additional installations on already developed 
sites, and it will probably be some years before the develop- 
ment of major new water-power sites will be justified. 

(3) Pulp and Paper. The pulp and paper industry has 
maintained a relatively high volume of production throughout 
the depression, but at prices which have placed nearly 60 per 
cent. of the industry in receivership. Some of the receiver- 
ships were inevitable results of unwise capitalisation, but the 
newsprint prices that have prevailed over the past two years 
offer no encouragement to new investment. The 1934 pro- 
duction recovered to almost the 1929 peak, and any further 
increase in demand should materially strengthen prices. 

(4) Mining. Mining has been one of the few industries to 
continue to absorb new capital throughout the depression. The 
revaluation of gold at $35 an ounce, partially offset by thegold 
tax, has stimulated exploration, development and the working 
of lower grade ores. Higher prices of supplies and rising costs 
will doubtless soon begin to cut into the unusually high profits. 
Investment in new mining properties is notoriously speculative, 
and most of the funds for the early stages of development come 
through Canadian and American specialist syndicates. The 
more seasoned gold shares enjoy a large semi-investment 
market, and the foreign buying has been quite substantial. 
The expansion of base metal mining depends on demand and 
prices. International Nickel has recently announced a 
$6,000,000 programme of expansion of its smelters for 1936. 
In the past few years there has been development of a con- 
siderable number of promising properties, which, with profitable 
prices, will be requiring considerable capital to get into regular 
production. 

(5) Manufacturing Industries. With very few exceptions, 
it may be said that in all lines of manufacturing there are 
capacities far in excess of current demand. Even in 1929 
capacity in most of the major industries greatly exceeded actual 
output. The demand for new industrial capital for some years 
to come will, therefore, be for modernisation and technical 
improvements, and not for extensive expansion. Hitherto, 
few companies have been in a financial position to change over 
to new cost-reducing equipment. Profits, however, have been 
moving up fairly rapidly during 1934 and 1935, and many of 
the leading manufacturers are coming into a position where 
they can, without embarrassment, undertake fairly substantial 
internal expenditures, and unless conditions get worse again, 
we may look forward to the beginnings of this movement in 
the near future. Once this tendency gets under way it tends 
to be accelerated by competition. Competitors must follow 
the leader in installing cost-reducing equipment. In the 
secondary industries, uncertainty about the tariff may tem- 
porarily restrain new investment, but lower tariffs are bound 
to compel the less efficient to become more efficient, and thus 
speed up modernisation. 

(6) Government and Municipal Bonds. Deficits have been 
a regular feature of Canadian finance for the past six years. 
Even on so-called ‘“‘ current account ” deficits have been the 
tule, and most of the provinces and municipalities have been 
regularly charging from a half to two-thirds of all relief 
expenditures to capital account. Public debts have risen by 
more than one-third in six years. Public opinion has been 
seriously aroused, and the attempts to control expenditures 
and maintain revenues are becoming increasingly effective. 
Sound budgetary practice is, however, handicapped by the 
necessity of large relief expenditures, by the importance of 
Maintaining debt contracts, by the limits of taxable capacity 
and by the rather antiquated systems of taxation existing in 
most jurisdictions. With continued economic improvement 
deficit borrowing will soon be halted, except in a few excep- 
Uonally hard-hit areas. Borrowing for genuine capital purposes 
18 not likely to be resumed shortly. The present and prospec- 
tive burden of debt is so heavy that any capital expenditures 
that are not absolutely necessary or definitely financially 
profitable are most unlikely to be undertaken. The next 
few years should see a cessation of deficits, followed by 
Considerable refunding and conversion operations, followed 
by a gradual reduction of the principal of the debts to more 
Manageable proportions. 

In summary, it may be said that Canadian capital re- 
quirements in the next year or two are likely to be, at first, 
chiefly Government deficit borrowing on a sharply decreas- 
Ing scale, followed by accelerating demands for new in- 


improvement. The time for renewed extensive expansion, 
except in a few particular industries, is still in the middle 
distance 


_ In Canada, as in most countries, the State is playing an 
increasing part in economic life. There is little indication 
that in the next five there will be any major exten- 
sions of public o ip and operation, so long as recovery 
is maintained. While the C.C.F. (the Socialist Party) is 
slowly consolidating its growth and its educational pro- 
gramme is making some impression, it is not expected to 
secre oa rome iently =" position a the near future to 
carry through even the first stages of its programme of 
municipal and provincial ‘‘ Socialism.’’ It is not at all 
ceftain what, if any, modifications in the economic struc- 
ture the Social Credit government of Alberta desires or will 
be able to effect. 

It may well be asked what major developments are likely 
to require large amounts of capital in the near future. In 
the decade of 1921-30, two-thirds of the increase in indus- 
trial capital went into three lines, hydro-electric power, non- 
ferrous metals and pulp and paper. Each of these three 
industries will continue to expand, but at a more moderate 
rate. It is probable, however, that the coming decade will 
see the undertaking of at least the first stages of the gigantic 
St. Lawrence power scheme. 

In addition to a general resumption of a moderate 
“normal rate of growth,’’ two substantial new develop- 
ments are desirable. The first is an effective nationally 
co-ordinated scheme for air ports and air services. As a 
** relief work ’’ during the depression a beginning has 
already been made in selecting and clearing a number of 
suitable air port sites in the more sparsely settled areas. 
There is little doubt that as soon as the worst financial 
strain is over, these plans will be rounded out and com- 
pleted. The development of air termini, air ports, and air 
services involves relatively moderate capita] expenditures, 
and the schemes are likely to be carried through chiefly by 
governments. The air services are likely to be under 
private enterprise with government control and subsidy. 

The second desirable project, the need for which is becom- 
ing increasingly apparent, is less likely to materialise in the 
reasonably near future, in the shape of a progressive hous- 
ing programme. Housing surveys, chiefly under private 
auspices, have recently been completed in Montreal, 
Toronto, Winnipeg and Halifax. They have revealed the 
rather rapid increase of thoroughly bad conditions, and 
they have aroused a certain amount of interest; but the main 
body of public opinion has not yet been affected. The 
Dominion Government passed a small Housing Act in the 
last session, appropriating $10,000,000 to be loaned at 5 per 
cent. through established mortgage companies on new 
houses where the builder puts up 20 per cent. and the mort- 
gage company 60 per cent., but even the sponsors of a 
housing programme are pessimistic about getting anything 
done in the next ten years. 

One important trend in the past ten years has been the 
branch plant movement. There are some 1,200 or 1,300 
companies or plants in Canada owned by or closely affiliated 
with foreign companies. Over 80 per cent. of these, both 
in number and total investment, are American. The total 
investment is over $2,000,000,000. There are indications 
that the movement of American branch plants into Canada 
is approaching the saturation point, and strong efforts have 
been made to secure more British branch plants. While 
a number of important British firms have come in, there 
are good reasons for supposing that the number of British 
branches will never closely approach the number of 
American, because Canada offers no advantage to 
the British manufacturer as an export base. Canadian 
labour costs are slightly lower than American, but gener- 
ally higher than British, and a Canadian branch is neces- 
sarily six to ten days away from its British head office, but 
rarely more than ten or twelve hours away from its 
American parent. 

What is likely to be the source of future Canadian invest- 
ments? It is reasonable to suppose that an increasing pro- 
portion of our capital requirements will be met at home, 
and this will be the more certain and marked if our rate 
of expansion slows down. But it is probable that some 
external borrowing will take place. Should we consciously 
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CAPITAL REQUIREMENTS 


By K. W. TAYLOR, McMaster UNIVERSITY ee 


DurinG the ten years 1921-30 the annual average increase 
in capital invested in Canadian railways, mines, banks and 
industries was about $350 millions, and the average annual 
increase in Government debts (Dominion, provincial and 
municipal) was about $100 millions. If to these totals is 
added the annual increment of capital employed in trade, 
services, and other non-enumerated categories, the net 
new investment during this decade averaged well over 
$500 millions per annum. Since 1930 there has been little 
new industrial development. The slack has, however, 
been taken up to a considerable extent by heavier Govern- 
ment and municipal borrowings, which have averaged 
about $300 millions per annum in recent years. 

New capital issues, exclusive of refunding and of short- 
term Government financing, have been as follows in recent 
years : — 


Government 
and Railways Corporations Total 
Municipal 
$ $ $ 


3 

1929 ... 202,000,000 248,000,000 489,000,000 939,000,000 

1930 ... 265,000,000 120,000,000 296,000,000 681,000,000 

1931 ... 330,000,000 124,000,000 60,000,000 514,000,000 

1932 ... 291,000,000 12,000,000 13,000,000 316,000,000 

1933 ... 230,000,000 Nil 10,000,000 240,000,000 

1934 ... 173,000,000 12,000,000 32,000,000 217,000,000 

During the first ten months of 1935 there have been few 
industria] capital issues, other than refunding issues; the 
total to date is less than $10 millions. On the other hand, 
Government and municipal issues have been about 20 per 
cent. greater than in the same period of 1934. 

Before the war, the greater part of the new capital in- 
vested in Canada came from the United Kingdom. During 
the war a large local bond market developed, and since 
I9I5 a substantial part of new Canadian issues has been 
taken up at home. In so far as foreign capital was re- 
quired, the exigencies of the war and post-war money 
markets sent Canadian borrowers to New York. 


GEOGRAPHICAL DISTRIBUTION OF CANADIAN BorRROWINGS, 1904—34 


Percentage placed in Average Annual 
Canada U.K. U.S.A. Volume of Issues 
§ 


p.c. p.c. p.c. 

1904-08 ........0008 25 68 7 100,000,000 
1909-13 ............ 16 76 8 280,000,000 
1914-18 ............ 62 12 26 490,000,000 
1919-23 ..........0. 64 1 35 525,000,000 
1924-28 ........0000 57 3 40 530,000,000 
BEEP  sccvcncosecceses 58 9 33 939,000,000 
BOSD  nccccccccccesce 59 3 38 681,000,000 
. ee 76 2 22 514,000,000 
og 85 5 10 316,000,000 
on Ee 69 31 Nil 240,000,000 
PEND snccoensocisens 80 20 Nil 217,000,000 


Even when the immediate post-war crisis was over 
Canadian borrowers continued to use the New York 
market. The reasons for this are not hard to explain. 
During the war a fairly elaborate investment banking 
system had for the first time grown up in Canada. It 
had necessarily established a close working relationship 
with New York. After the war New York developed an 
enormous capacity for foreign lending, and it was natural 
that Canadian bonds should be especially popular with 
American investors. The large interchange of population 
between the two countries through migration and travel 
makes Canada familiar ground to most Americans. Cana- 
dian bonds were almost as acceptable to American in- 
vestors as domestic. New York syndicates bid eagerly for 
Canadian issues, and most Canadian borrowers found that 
they could borrow more easily and on better terms in New 
York than in London. While many Canadian borrowers, 
in the months from September, 1931, to October, 1933, 
found the necessary acquisition of United States funds a 
costly business, few sound arguments could have been 
advanced in the 1920-30 period against borrowing in the 
United States. 

Since 1931, international lending has almost ceased, but 
the New York market has remained open to Canada for a 
limited volume of refunding issues and some short-term 
Dominion loans of moderate size. In 1933 and 1934, for the 





first time since 1915, important new Canadian issues wep 
placed in London. as 

The diversity of the Canadian economic scene, with 
especial reference to the fields of investment, is illustrate 
in the following table. This table also gives approximatp 
figures of the geographical distribution of ownership 
the capital employed in each category. In addition 
the categories included in the table, there is aboy 
$5,250 millions invested in Canadian agriculture (values 
of lands, buildings, livestock, and equipment), some $29 
millions in fisheries and shipping, and a large amount, say, 
$5,000 millions in consumers’ durable goods (e.g. residen. 
tial houses and lands), almost all of which items ap 
Canadian owned. 


CAPITAL INVESTMENTS IN CANADA, 1933 
(Based on statistics compiled by the Dominion Bureau of Statistics) 


Total (in -————Owned i 
millions) Canada U.K. USA, 


o/ 0 

a3 %o 7% % 

Government and municipal 
BEAE...noscccescccesevseeseees 5,500 70 10 20 
RRAMWRYS ..00sccscccsesccccess 2,500 20 49 K |) 
Public utilities................ 2,250 67 8 25 
PED ccncccccececassecscsccenss 750 50 20 30 
Manufacturing..............+. 3,250 59 11 w 
Trade and services ......... 2,000 89 4 7 
Finance and insurance...... 1,300 66 17 14 


According to the most recent compilations of the 
Dominion Bureau of Statistics, the total foreign investment 
in Canada at the end of 1933 was $6,813 millions, of which 
$2,734 millions was British, $3,983 millions American, and 
$96 millions from other countries. The recent changes in 
these figures are as follows (in millions) :— 


Total U.K. U.S.A. OC. 


3 3 $ $ 
a 5,810 2,600 3,104 106 
EE entocascsnases 7,009 2,783 4,123 103 
BOD seccccesesesee 6,813 2,734 3,983 96 


The increase in foreign investments in seven years is 
large, just over $1,000 millions, but it must be remembered 
that total capital investments in Canada (excluding agn- 
culture, etc.) have increased in the same period by about 
$3,100 millions. In 1926, 40 per cent. of the capital invest- 
ment in the categories enumerated above was foreign-owned. 
In 1933 the percentage was 38.5. In addition to this it 
should be noted that between the same years Canadian it- 
vestments abroad increased by $548 millions—from §1,481 
millions to $2,029 millions. 


What can be said of the probable future Canadian capital 
requirements? It may be worth while to examine briefly 
the principal avenues of investment : — 


(1) Railways. It is not to be expected that any large 
amounts of capital will be required for additional railway 
construction in the next few years. With the return of better 
conditions a few new short branch lines and spurs may be 
required in the West and in northern mining areas. Theres 
a strong local demand for a direct rail outlet from the Peace 
River district to a Pacific port, but it is very unlikely that 
political pressure will carry the day against sound railway 
judgment. The trend, indeed, may well be toward reduction 
in mileage, through the abandonment to motor competition 
of small branch lines in well-settled areas, and t 
concentration of traffic on one or two parallel lines in : 
settled areas. The demand for capital by the railways % 
likely to be for extensive improvements in equipment 
terminals. Very little improvement of this sort has bee# 
made in the past six years. In the United States stream- 
lined trains, faster running times, and air-conditioned passenge 
equipment are being widely adopted on the principal Tums, 
as well as improved facilities for the speedy handling of 
Undoubtedly the Canadian railways will have to follow, 0 
a considerable extent, a similar policy. In the 1935 session 
Parliament the Government was empowered to guarantee 
new railway equipment loans up to $15,000,000. Already 
the C.P.R. has announced that modified stream-lined loco- 
motives are on order. It is certain that any further s 
improvement in business will find the railways forced to ba 


many millions of dollars on rolling stock, terminal and 
line improvements. 
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(2) Power. New investment in hydro-electric power pro- 
duction is, of course, dependent on increased demand for 
electrical energy. During the years 1930-33 installed capacity 
became very much out of line with power consumption with 
the result that by the end of 1933 the excess installation was 
over 40 per cent. Since that date few new installations have 
been completed and consumption has increased more than 
25 per cent., and with continued increase in demand it will 
not be long before new units will be economically justified. 
During the next few years this will probably take the less 
expensive form of additional installations on already developed 
sites, and it will probably be some years before the develop- 
ment of major new water-power sites will be justified. 

(3) Pulp and Paper. The pulp and paper industry has 
maintained a relatively high volume of production throughout 
the depression, but at prices which have placed nearly 60 per 
cent. of the industry in receivership. Some of the receiver- 
ships were inevitable results of unwise capitalisation, but the 
newsprint prices that have prevailed over the past two years 
offer no encouragement to new investment. The 1934 pro- 
duction recovered to almost the 1929 peak, and any further 
increase in demand should materially strengthen prices. 

(4) Mining. Mining has been one of the few industries to 
continue to absorb new capital throughout the depression. The 
revaluation of gold at $35 an ounce, partially offset by thegold 
tax, has stimulated exploration, development and the working 
of lower grade ores. Higher prices of supplies and rising costs 
will doubtless soon begin to cut into the unusually high profits. 
Investment in new mining properties is notoriously speculative, 
and most of the funds for the early stages of development come 
through Canadian and American specialist syndicates. The 
more seasoned gold shares enjoy a large semi-investment 
market, and the foreign buying has been quite substantial. 
The expansion of base metal mining depends on demand and 
prices. International Nickel has recently announced a 
$6,000,000 programme of expansion of its smelters for 1936. 
In the past few years there has been development of a con- 
siderable number of promising properties, which, with profitable 
prices, will be requiring considerable capital to get into regular 
production. 

(5) Manufacturing Industries. With very few exceptions, 
it may be said that in all lines of manufacturing there are 
capacities far in excess of current demand. Even in 1929 
capacity in most of the major industries greatly exceeded actual 
output. The demand for new industrial capital for some years 
to come will, therefore, be for modernisation and technical 
improvements, and not for extensive expansion. Hitherto, 
few companies have been in a financial position to change over 
to new cost-reducing equipment. Profits, however, have been 
moving up fairly rapidly during 1934 and 1935, and many of 
the leading manufacturers are coming into a position where 
they can, without embarrassment, undertake fairly substantial 
internal expenditures, and unless conditions get worse again, 
we may look forward to the beginnings of this movement in 
the near future. Once this tendency gets under way it tends 
to be accelerated by competition. Competitors must follow 
the leader in installing cost-reducing equipment. In the 
secondary industries, uncertainty about the tariff may tem- 
porarily restrain new investment, but lower tariffs are bound 
to compel the less efficient to become more efficient, and thus 
speed up modernisation. 

(6) Government and Municipal Bonds. Deficits have been 
a regular feature of Canadian finance for the past six years. 
Even on so-called ‘‘ current account ” deficits have been the 
tule, and most of the provinces and municipalities have been 
regularly charging from a half to two-thirds of all relief 
expenditures to capital account. Public debts have risen by 
more than one-third in six years. Public opinion has been 
seriously aroused, and the attempts to control expenditures 
and maintain revenues are becoming increasingly effective. 
Sound budgetary practice is, however, handicapped by the 
necessity of large relief expenditures, by the importance of 
Maintaining debt contracts, by the limits of taxable capacity 
and by the rather antiquated systems of taxation existing in 
most jurisdictions. With continued economic improvement 
deficit borrowing will soon be halted, except in a few excep- 
onally hard-hit areas. Borrowing for genuine capital purposes 
is not likely to be resumed shortly. The present and prospec- 
tive burden of debt is so heavy that any capital expenditures 
that are not absolutely necessary or definitely financially 
Profitable are most unlikely to be undertaken. The next 
few years should see a cessation of deficits, followed by 
considerable refunding and conversion operations, followed 
by a gradual reduction of the principal of the debts to more 
Manageable proportions. 

In summary, it may be said that Canadian capital re- 
quirements in the next year or two are likely to be, at first, 
chiefly Government deficit borrowing on a sharply decreas- 
ing scale, followed by accelerating demands for new in- 


dustrial capital — for modernisation and technical 
improvement. The time for renewed extensive expansion, 
except in a few particular industries, is still in the middle 
distance. 

_ In Canada, as in most countries, the State is playing an 
increasing part in economic life. There is little indication 
that in the next a there will be any major exten- 
sions of public o ip and operation, so long as recove 

Is maintained. While the C.C.F. (the Socialist Party) is 
slowly consolidating its growth and its educational pro- 
gramme is making some impression, it is not expected to 
secire a sufficiently strong position in the near future to 
carry through even the first stages of its programme of 
municipal and provincial ‘‘ Socialism.’’ It is not at all 
ceftain what, if any, modifications in the economic struc- 
ture the Social Credit government of Alberta desires or will 
be able to effect. 

It may well be asked what major developments are likely 
to require large amounts of capital in the near future. In 
the decade of 1921-30, two-thirds of the increase in indus- 
trial capital went into three lines, hydro-electric power, non- 
ferrous metals and pulp and paper. Each of these three 
industries will continue to expand, but at a more moderate 
rate. It is probable, however, that the coming decade will 
see the undertaking of at least the first stages of the gigantic 
St. Lawrence power scheme. 

In addition to a general resumption of a moderate 
“‘ normal rate of growth,’’ two substantial new develop- 
ments are desirable. The first is an effective nationally 
co-ordinated scheme for air ports and air services. As a 
“‘ relief work ’’ during the depression a beginning has 
already been made in selecting and clearing a number of 
suitable air port sites in the more sparsely settled areas. 
There is little doubt that as soon as the worst financial 
strain is over, these plans will be rounded out and com- 
pleted. The development of air termini, air ports, and air 
services involves relatively moderate capita] expenditures, 
and the schemes are likely to be carried through chiefly by 
governments. The air services are likely to be under 
private enterprise with government control and subsidy. 

The second desirable project, the need for which is becom- 
ing increasingly apparent, is less likely to materialise in the 
reasonably near future, in the shape of a progressive hous- 
ing programme. Housing surveys, chiefly under private 
auspices, have recently been completed in Montreal, 
Toronto, Winnipeg and Halifax. They have revealed the 
rather rapid increase of thoroughly bad conditions, and 
they have aroused a certain amount of interest; but the main 
body of public opinion has not yet been affected. The 
Dominion Government passed a small Housing Act in the 
last session, appropriating $10,000,000 to be loaned at § per 
cent. through established mortgage companies on new 
houses where the builder puts up 20 per cent. and the mort- 
gage company 60 per cent., but even the sponsors of a 
housing programme are pessimistic about getting anything 
done in the next ten years. 

One important trend in the past ten years has been the 
branch plant movement. There are some 1,200 or 1,300 
companies or plants in Canada owned by or closely affiliated 
with foreign companies. Over 80 per cent. of these, both 
in number and total investment, are American. The total 
investment is over $2,000,000,000. There are indications 
that the movement of American branch plants into Canada 
is approaching the saturation point, and strong efforts have 
been made to secure more British branch plants. While 
a number of important British firms have come in, there 
are good reasons for supposing that the number of British 
branches will never closely —— the number of 
American, because Canada offers no advantage to 
the British manufacturer as an export base. Canadian 
labour costs are slightly lower than American, but gener- 
ally higher than British, and a Canadian branch is neces- 
sarily six to ten days away from its British head office, but 
rarely more than ten or twelve hours away from its 
American parent. 

What is likely to be the source of future Canadian invest- 
ments? It is reasonable to suppose that an increasing pro- 

rtion of our capital requirements will be met at home, 
and this will be the more certain and marked if our rate 
of expansion slows down. But it is probable that some 
external borrowing will take place. Should we consciously 
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Durinc the ten years 1921-30 the annual average increase 
in capital invested in Canadian railways, mines, banks and 
industries was about $350 millions, and the average annual 
increase in Government debts (Dominion, provincial and 
municipal) was about $100 millions. If to these totals is 
added the annual increment of capital employed in trade, 
services, and other non-enumerated categories, the net 
new investment during this decade averaged well over 
$500 millions per annum. Since 1930 there has been little 
new industrial development. The slack has, however, 
been taken up to a considerable extent by heavier Govern- 
ment and municipal borrowings, which have averaged 
about $300 millions per annum in recent years. 

New capital issues, exclusive of refunding and of short- 
term Government financing, have been as follows in recent 
years : — 


Government 
and Railways Corporations Total 
Municipal 
$ $ $ $ 


1929 ... 202,000,000 248,000,000 489,000,000 939,000,000 
1930 ... 265,000,000 120,000,000 296,000,000 681,000,000 


1931 ... 330,000,000 124,000,000 60,000,000 514,000,000 
1932 ... 291,000,000 12,000,000 13,000,000 316,000,000 
1933 ... 230,000,000 Nil 10,000,000 240,000,000 
1934 173,000,000 12,000,000 32,000,000 217,000,000 


During the first ten months of 1935 there have been few 
industria] capital issues, other than refunding issues; the 
total to date is less than $10 millions. On the other hand, 
Government and municipal issues have been about 20 per 
cent. greater than in the same period of 1934. 

Before the war, the greater part of the new capital in- 
vested in Canada came from the United Kingdom. During 
the war a large local bond market developed, and since 
1915 a substantial part of new Canadian issues has been 
taken up at home. In so far as foreign capital was re- 
quired, the exigencies of the war and post-war money 
markets sent Canadian borrowers to New York. 


GEOGRAPHICAL DISTRIBUTION OF CANADIAN BorRROwWINGS, 1904-34 


Percentage placed in 


Average Annual 
Canada U.K. 


U.S.A. Volume of Issues 


p.c. p.c. p.c. $ 
25 68 7 100,000,000 
16 76 8 280,000,000 
62 12 26 490,000,000 
64 1 35 525,000,000 
57 3 40 530,000,000 
58 9 33 939,000,000 
59 3 38 681,000,000 
76 2 22 514,000,000 
85 5 10 316,000,000 
69 31 Nil 240,000,000 
80 20 Nil 217,000,000 


Even when the immediate post-war crisis was over 
Canadian borrowers continued to use the New York 
market. The reasons for this are not hard to explain. 
During the war a fairly elaborate investment banking 
system had for the first time grown up in Canada. It 
had necessarily established a close working relationship 
with New York. After the war New York developed an 
enormous capacity for foreign lending, and it was natural 
that Canadian bonds should be especially popular with 
American investors. The large interchange of population 
between the two countries through migration and travel 
makes Canada familiar ground to most Americans. Cana- 
dian bonds were almost as acceptable to American in- 
vestors as domestic. New York syndicates bid eagerly for 
Canadian issues, and most Canadian borrowers found that 
they could borrow more easily and on better terms in New 
York than in London. While many Canadian borrowers, 
in the months from September, 1931, to October, 1933, 
found the necessary acquisition of United States funds a 
costly business, few sound arguments could have been 
advanced in the 1920-30 period against borrowing in the 
United States. 

Since 1931, international lending has almost ceased, but 
the New York market has remained open to Canada for a 
limited volume of refunding issues and some short-term 
Dominion loans of moderate size. In 1933 and 1934, for the 


CAPITAL REQUIREMENTS 


By K. W. TAYLOR, McMaster UNIVERSITY 


first time since 1915, important new Canadian issues wep 
placed in London. ia 

The diversity of the Canadian economic scene, with 
especial reference to the fields of investment, is ill | 
in the following table. This table also gives approxima, 
figures of the geographical distribution of o of 
the capital employed in each category. In addition 
the categories included in the table, there is aboy 
$5,250 millions invested in Canadian agriculture (values 
of lands, buildings, livestock, and equipment), some $a 
millions in fisheries and shipping, and a large amount, say, 
$5,000 millions in consumers’ durable goods (e.g. residen. 
tial houses and lands), almost all of which items ap 
Canadian owned. 


CAPITAL INVESTMENTS IN CANADA, 1933 
(Based on statistics compiled by the Dominion Bureau of Statistics) 
Total (in -————Owned i 


millions) Canada U.K. U.S.A. 
Oo, 0, 
ie /o % % 
Government and municipal 

bonds....... sogunnaneoegabanes 5,500 70 10 20 
i Tee 2,500 20 49 0 
Public utilities............000- 2,250 67 8 25 
AMAR 750 50 20 30 
Manufacturing................ 3,250 59 Il x0 
Trade and services ......... 2,000 89 4 7 
Finance and insurance...... 1,300 66 17 4 


According to the most recent compilations of the 
Dominion Bureau of Statistics, the total foreign investment 
in Canada at the end of 1933 was $6,813 millions, of which 
$2,734 millions was British, $3,983 millions American, and 
$96 millions from other countries. The recent changes in 
these figures are as follows (in millions) :— 


Total U.K. U.S.A. OC. 


8 3 $ $ 
. ee 5,810 2,600 3,104 106 
UPD. -ensnencecanns 7,009 2,783 4,123 103 
eae 6,813 2,734 3,983 96 


The increase in foreign investments in seven years is 
large, just over $1,000 millions, but it must be remembered 
that total capital investments in Canada (excluding agri- 
culture, etc.) have increased in the same ——s about 
$3,100 millions. In 1926, 40 per cent. of the capital invest- 
ment in the categories enumerated above was foreign-owned. 
In 1933 the percentage was 38.5. In addition to this it 
should be noted that between the same years Canadian in- 
vestments abroad increased by $548 millions—from $1,481 
millions to $2,029 millions. 


What can be said of the probable future Canadian capital 
requirements? It may be worth while to examine briefly 
the principal avenues of investment :— 


(1) Railways. It is not to be expected that any large 
amounts of capital will be required for additional railway 
construction in the next few years. With the return of better 
conditions a few new short branch lines and spurs may be 
required in the West and in northern mining areas. Theres 
a strong local demand for a direct rail outlet from the Peace 
River district to a Pacific port, but it is very unlikely that 
political pressure will carry the day against sound railway 
judgment. The trend, indeed, may well be toward reduction 
in mileage, through the abandonment to motor competition 
of small branch lines in well-settled areas, and t 
concentration of traffic on one or two parallel lines in : 
settled areas. The demand for capital by the railways % 
likely to be for extensive improvements in equipment 
terminals. Very little improvement of this sort has beet 
made in the past six years. In the United States stream 
lined trains, faster running times, and air-conditioned passeng’ 
equipment are being widely adopted on the principal runs, 
as well as improved facilities for the speedy handling of freight. 
Undoubtedly the Canadian railways will have to follow, 
a considerable extent, a similar policy. In the 1935 sessioa 
Parliament the Government was empowered to guarantee 
new railway equipment loans up to $15,000,000. Already 
the C.P.R. has announced that modified stream-lined 1000 
motives are on order. It is certain that any further sustained 
improvement in business will find the railways forced to 7 


many millions of dollars on rolling stock, terminal and 
line improvements. 
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Power. New investment in hydro-electric peb- 
a Be is, of course, dependent on increased > seat nose 
electrical energy. During the years 1930-33 installed capacity 
became very much out of line with power consumption with 
the result that by the end of 1933 the excess installation was 
over 40 per cent. Since that date few new installations have 
been completed and consumption has increased more than 
25 per cent., and with continued increase in demand it will 
not be long before new units will be economically justified. 
During the next few years this will probably take the less 
nsive form of additional installations on already developed 
sites, and it will probably be some years before the develop- 
ment of major new water-power sites will be justified. 


(3) Pulp and Paper. The pulp and paper industry has 
maintained a relatively high volume of production throughout 
the depression, but at prices which have placed nearly 60 per 
cent. of the industry in receivership. Some of the receiver- 
ships were inevitable results of unwise capitalisation, but the 
newsprint prices that have prevailed over the two years 
offer no encouragement to new investment. € 1934 pro- 
duction recovered to almost the 1929 peak, and any further 
increase in demand should materially strengthen prices. 

(4) Mining. Mining has been one of the few industries to 
continue to absorb new capital throughout the depression. The 
revaluation of gold at $35 an ounce, partially offset by thegold 
tax, has stimulated exploration, development and the working 
of lower grade ores. Higher prices of supplies and rising costs 
will doubtless soon begin to cut into the unusually high profits. 
Investment in new mining properties is notoriously speculative, 
and most of the funds for the early stages of development come 
through Canadian and American specialist syndicates. The 
more seasoned gold shares enjoy a large semi-investment 
market, and the foreign buying has been quite substantial. 
The expansion of base metal mining depends on demand and 
prices. International Nickel has recently announced a 
$6,000,000 programme of expansion of its smelters for 1936. 
In the past few years there has been development of a con- 
siderable number of promising properties, which, with profitable 
prices, will be requiring considerable capital to get into regular 
production. 

(5) Manufacturing Industries. With very few exceptions, 
it may be said that in all lines of manufacturing there are 
capacities far in excess of current demand. Even in 1929 
capacity in most of the major industries greatly exceeded actual 
output. The demand for new industrial capital for some years 
to come will, therefore, be for modernisation and technical 
improvements, and not for extensive expansion. Hitherto, 
few companies have been in a financial position to change over 
to new cost-reducing equipment. Profits, however, have been 
moving up fairly rapidly during 1934 and 1935, and many of 
the leading manufacturers are coming into a position where 
they can, without embarrassment, undertake fairly substantial 
internal expenditures, and unless conditions get worse again, 
we may look forward to the beginnings of this movement in 
the near future. Once this tendency gets under way it tends 
to be accelerated by competition. Competitors must follow 
the leader in installing cost-reducing equipment. In the 
secondary industries, uncertainty about the tariff may tem- 
porarily restrain new investment, but lower tariffs are bound 
to compel the less efficient to become more efficient, and thus 
speed up modernisation. 

(6) Government and Municipal Bonds. Deficits have been 
a regular feature of Canadian finance for the past six years. 
Even on so-called “ current account ” deficits have been the 
tule, and most of the provinces and municipalities have been 
regularly charging from a half to two-thirds of all relief 
expenditures to capital account. Public debts have risen by 
more than one-third in six years. Public opinion has been 
seriously aroused, and the attempts to control expenditures 
and maintain revenues are becoming increasingly effective. 
Sound budgetary practice is, however, handicapped by the 
necessity of large relief expenditures, by the importance of 
Maintaining debt contracts, by the limits of taxable capacity 
and by the rather antiquated systems of taxation existing in 
most jurisdictions. With continued economic improvement 
deficit borrowing will soon be halted, except in a few excep- 
onally hard-hit areas. Borrowing for genuine capital purposes 
's not likely to be resumed shortly. The present and prospec- 
tive burden of debt is so heavy that any capital expenditures 
that are not absolutely necessary or definitely financially 
profitable are most unlikely to be undertaken. The next 
few years should see a cessation of deficits, followed by 
considerable refunding and conversion operations, followed 
by a gradual reduction of the principal of the debts to more 
Manageable proportions. 

In summary, it may be said that Canadian capital re- 
quirements in the next year or two are likely to be, at first, 
chiefly Government deficit borrowing on a sharply decreas- 
Ing scale, followed by accelerating demands for new in- 


dustrial capital apc for modernisation and technical 
improvement. time for renewed extensive expansion, 
except in a few particular industries, is still in the middle 
distance. 

_ In Canada, as in most countries, the State is playing an 
increasing part in economic life. There is little indication 
that in the next sions ran there will be any major exten- 
sions of public o ip and apse. so long as recovery 
is maintained. While the C.C.F. (the Socialist Party) is 
slowly consolidating its and its educational pro- 
gramme is making some impression, it is not expected to 
secre ptr 4 206 aie position in the near future to 
carry ugh even the first stages of its programme of 
municipal and provincial ‘‘ Socialism.’’ It is not at all 
ceftain what, if any, modifications in the economic struc- 
ture the Social Credit government of Alberta desires or will 
be able to effect. 

It may well be asked what major developments are likely 
to require large amounts of capital in the near future. In 
the decade of 1921-30, two-thirds of the increase in indus- 
trial capital went into three lines, hydro-electric power, non- 
ferrous metals and pulp and paper. Each of these three 
industries will continue to expand, but at a more moderate 
rate. It is probable, however, that the coming decade will 
see the undertaking of at least the first stages of the gigantic 
St. Lawrence power scheme. 

In addition to a general resumption of a moderate 
“‘ normal rate of growth,’’ two substantial new develop- 
ments are desirable. The first is an effective nationally 
co-ordinated scheme for air ports and air services. As a 
“* relief work ’’ during the depression a beginning has 
already been made in selecting and clearing a number of 
suitable air port sites in the more sparsely settled areas. 
There is little doubt that as soon as the worst financial 
strain is over, these plans will be rounded out and com- 
pleted. The development of air termini, air ports, and air 
services involves relatively moderate capital expenditures, 
and the schemes are likely to be carried through chiefly by 
governments. The air services are likely to be under 
private enterprise with government control and subsidy. 

The second desirable project, the need for which is becom- 
ing increasingly apparent, is less likely to materialise in the 
reasonably near future, in the shape of a progressive hous- 
ing programme. Housing surveys, chiefly under private 
auspices, have recently been completed in Montreal, 
Toronto, Winnipeg and Halifax. They have revealed the 
rather rapid increase of thoroughly bad conditions, and 
they have aroused a certain amount of interest; but the main 

y of public opinion has not yet been affected. The 
Dominion Government passed a small Housing Act in the 
last session, appropriating $10,000,000 to be loaned at 5 per 
cent. through established mortgage companies on new 
houses where the builder puts up 20 per cent. and the mort- 
gage company 60 per cent., but even the sponsors of a 
housing programme are pessimistic about getting anything 
done in the next ten years. 

One important trend in the past ten years has been the 
branch plant movement. There are some 1,200 or 1,300 
companies or plants in Canada owned by or closely affiliated 
with foreign companies. Over 80 per cent. of these, both 
in number and total investment, are American. The total 
investment is over $2,000,000,000. There are indications 
that the movement of American branch plants into Canada 
is approaching the saturation point, and strong efforts have 
been made to secure more British branch plants. While 
a number of important British firms have come in, there 
are good reasons for supposing that the number of British 
branches will never closely approach the number of 
American, because Canada offers no advantage to 
the British manufacturer as an export base. Canadian 
labour costs are slightly lower than American, but gener- 
ally higher than British, and a Canadian branch is neces- 
sarily six to ten days away from its British head office, but 
rarely more than ten or twelve hours away from its 
American parent. 

What is likely to be the source of future Canadian invest- 
ments? It is reasonable to suppose that an increasing pro- 
portion of our capital requirements will be met at home, 
and this will be the more certain and marked if our rate 
of expansion slows down. But it is probable that some 
external borrowing will take place. Should we consciously 
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direct that borrowing to London or to New York? London 
has the reputation of being a steadier market and a market 
that will take care of its established clients when all other 
markets are closed. New York in a crisis is apt to close 
down completely. On the other hand, New York is more 
convenient to most Canadian borrowers and has fairly con- 
sistently offered better terms. Moreover, even when other 
borrowers could not accommodation in New York, 
Canada was never excluded. 

From which market we borrow, must depend to a large 
extent on the relationship between the three currencies con- 
cerned. To some extent this relationship is itself a function 
of borrowing, but not entirely so. To link the Canadian 





dollar to sterling is impractical unless the London-New Yea 
rate keeps within a reasonably narrow range, and the 
exchange policy for Canada is to retain relative free 
of action. — “a 
In other words, there is no reason in poli ‘ 
should deliberately direct our etalbar my ie 
Future borrowing will continue to be competitive, and me 
shall borrow where we get the best terms, int ing that 
phrase in a long run sense. Probably the Proportion 
going to London will be much greater than in 1921-30, byt 
the pull of New York is undeniably strong. It Cas 
venient, it is familiar, it is friendly; and the ge . 
of Canadians that habitually borrowed in London is gone, 





IX.—_AIR TRANSPORT IN CANADA 


Tue development of air transport in Canada has been par- 
ticularly interesting. The commercial air services already 
play a part in Canadian economic life, the importance of 
which is seldom fully realised. Aviation for commercial 
purposes was developed in Canada primarily for the — 
ing-up of the Northern areas. These territories have long 
been known to be rich in mineral resources which could not 
rapidly and adequately be surveyed by the older means 
of transport. Hitherto, the regions lying north of the 
railway systems had been virtually closed to commercial 
penetration. Their extreme northerly latitude meant that 
travel by road or by waterway was possible only for about 
four months of the year. Geological prospecting under 
these conditions was slow, hazardous and expensive; and 
the development of proved mineral properties was seldom 
possible. 

All this has been changed by aviation. Types of aero- 
planes are now in use which have been specially adapted 
to Canadian conditions—fitted with skis in winter and with 
floats in summer, and built for the carrying of freight, 
often of such heavy goods as mining machinery. The 
commercial air services which operate between the mineral 
areas in the north and the towns and railway depéts in the 
south are usually able to maintain their services for ten 
months of the year, and often all the year round. They 
carry supplies, mail, machinery, and passengers on the 
outward journey to the mining camp; and bring back 
some of the products of the mine—oil, gold bullion, con- 
centrates and radium. Much of the solitude and hard- 
ship formerly suffered by workers in the mining camps in 
the long winter ‘‘ freeze-up,’’ which severely handicapped 
development, has been removed by maintaining their con- 
nection with the outside world through regular air services. 
Other activities for which aircraft have been found in- 
dispensable are the forest fire patrols, surveys and 
geological prospecting, fisheries patrols, and emergency 
ambulance work. 

There seems no northerly limit to the sphere of air 
transport in Canada. Already mail and express services 
are run to points well within the Arctic Circle—for 
example, to Aklavik and Coppermine in the Northern 
Territories. Trapping stations up in Yukon are now using 
air services for carrying furs, supplies, mail and passengers. 
The opening-up of the rich mineral area of the Great Bear 
Lake since 1930 has been intimately associated with, if 
not dependent upon, air transport. Here, at the camp of 
Eldorado Gold Mines Company, Limited, within twenty 
miles of the Arctic Circle, concentrates containing radium 
have been sent out by air and water; and regular mail, 
passenger and freight services are being run to Great Bear 
Lake from Edmonton. The distance is about 1,000 miles, 
and the journey now takes a day or two in place of the 
former month or more. 

This development of air transport to the northern mining 
areas is of very recent date, hardly begun before 1929, 
and carried on through the depression. Now that its 
safety, convenience and commercial value have been 
satisiactory and metal prices and mining prospects show 
improvement, a growth in the number and scope of 
northern air services can be expected. This will probably 
indicate that existing routes touch only the fringe of the 
potentialities in this field of aviation. 

Aviation in Canada has so far developed almost ex- 


clusively for the carrying of freight and mail to the north, 
The air services hardly compete at all with existing trans 
port services and can be regarded as tributary to, rather 
than as competitors with, the railroad systems. Thus, air 
services more characteristic of the United States and of 
Europe—e.g. with a heavy passenger and mail load carried 
for the sake of speed over, and competing with, existing 
traffic routes—have hardly yet come into being in Canada, 
except between certain Canadian and United States towns 
in the East. This contrast can be seen from a rough com- 
parison of freight and passengers carried by air in 1933. 
In Great Britain, freight amounted to 741 tons, mail 172 
tons, and passengers 79,000; in the United States the total 
express (freight) load carried by the air lines was 755 tons, 
mail 3,681 tons, and passengers 493,000; while in Canada 
the corresponding figures were: freight 2,102 tons, mail 
269 tons, and paying passengers 54,100. 

The progress made in civil aviation in Canada during the 
past eight years, and particularly the decided advance in 
1934, can be gauged from the following table : — 


1927 1929 1931 1933 1934 
No. of firms chiefly operating 


IEEE csccenceutaneasetrannmeniien 20 81 100 87 1% 
Total personnel carried (000’s)... 36 268 244 191 2 
Total freight carried (Ibs. 000’s) 1,098 3,903 2,372 4,205 14,441 
Total mail carried (ibs. 000’s) .... 15 430 470 539 63 
Total aerodromes (licensed) ...... 36 77 78 90 «(101 


For administrative purposes, commercial aviation in 
Canada operates under regulation of the Controller of 
Civil Aviation in the Department of National Defence, 
which also controls military air operations through the 
Royal Canadian Air Force. The largest commercial firm 
engaging in air transport is Canadian Airways, Ltd., in 
which both the Canadian Pacific Railway and Canadian 
National Railways have a financial interest. This company 
carries annually more than half the total freight, mail and 
passengers transported by the commercial air services. A 
number of other firms also run services in particular mining 
regions, including the carrying of mail by contract with 
the Post Office authorities. For example, Mackenzie Ait 
Services, Limited, operates a far north service out to Great 
Bear Lake; and General Airways, Limited, with its main 
base at Rouyn, serves the expanding mining areas of 
Quebec Province. 

New developments are continually taking place. In 
October of last year, Canadian Airways, Limited, obtained 
a contract from the Dominion Government to carry aif 
mail between Vancouver and Seattle. Plans for an East 
to West Trans-Canada Airway are already in hand, and 
it cannot be very long before the aim of obtaining for 
Canada what is already available in the United States—the 
obvious advantages in speed and convenience of a trans 
continental air service—is realised. A number of aefo- 
dromes and bases for the operation of this route have 
already been laid down, and under the Unemployment 
Relief Scheme these plans were carried further forward 
the approval given to the building of 42 intermediate 
aerodromes to complete the airway. Up till now, the 
heavy subsidisation of the American East-West airlines 
made it cheaper for Canadians to travel south to pick up 
the American aeroplanes, and make the journey ove 
American territory. It remains to be seen whether 
Canadian Governments, Central or Provincial, will 
the Canadian airlines to compete with the American. 



























B a is i 


5. 


bexhes 


? 





THE ECONOMIST 














RUBBER-LINED 
SAND PUMPS 
FOR MINES 


ASSURE 


@LONG LIFE 


When pumping average type pulps 
these pumps have shown no appre- 
clable wear after many months’ 
operation 


@LOWER POWER COSTS 


Operate with less power than any 
other sand pump on the market 


@ FEWER SHUTDOWNS 
@LESS MAINTENANCE 


Mining Machinery Agents in Countries other than 
Canada are requested to communicate with the 
undersigned for sales rights on these pumps 


CANADIAN 
ALLIS-CHALMERS LIMITED 


HEAD OFFICE : 212 King St. W., Toronto, Canada 











Type 
“SRL” 
Rubber-Lined Pump 
for Texrope Drive 
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DESIGNED AND BUILT TO SUIT ALL CONDITIONS 
DURABLE, EFFICIENT, EASY TO OPERATE 


CANADIAN CAR & FOUNDRY COMPANY, Limited 


General Offices : 
621 CRAIG STREET, W. 
MONTREAL 


Mailing Address :—Box 180, Montreal 
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Holiday i in 
CANA ADA 


eaihery st ud 


Special Tours leave British Ports each week from June to : 
August via Quebec and Montreal or via New York. Three § 
wonderful weeks’ holiday from £51 ISs. return inclusive of 
hotels, meals and first-class travel in Canada and the U.S.A, § 


+ + + 


STAY AT 
JASPER 
PARK LODGE 


in Jasper National Park, : 7 
Canadian Rockies. Rest § | 
and content in the invig- 
orating mountain air—a_ 
luxurious hotel — golf on 
a championship course — 
tennis — boating — fishing 
— mountain climbing and 
trail riding. 


+ + + 


FOR TRAVEL TO CANADA AND THE U.S.A., THE 
BRITISH WEST INDIES, AUSTRALIA, NEW ZEALAND 
OR TO THE ORIENT, APPLY :— 


CANADIAN NATIONAL RAILWAYS 


European Head Office: 
17-19 COCKSPUR STREET, LONDON, S.W.1 
95 Leadenhall St., London, E.C.3 134 High St., Southampton 75 Union St., Glasgow 
35 St. Mary St., Cardiff 19 James St., Liverpool 1 Rue Scribe, Paris, or Local Agents 
SS py e 
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